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Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning representatives of the General 
Services Administration, and we are glad to have Mr. Mansure and 
his very capable staff with us. It is certainly nice to have all of you 
gentlemen present. 

The purpose of the meeting is to obtain a statement from Mr. Man- 
sure and his staff with reference to the operation and maintenance of 
the nickel plant in Cuba. 

Do you have a statement for us, Mr. Mansure? 


GENERAL STATEMENT 


Mr. Mansvre. Mr. Chairman, do you want a statement generally, 
or the whole thing, or just a statement on the Nicaro plant? We will 
discuss anything you would like to discuss. 

Mr. THomas. What the committee is interested in right now is the 
nickel plant in Cuba, and we would like for you to give us a factual 
but rather short and concise statement as to when it was built, what it 
cost, something about its operation, and a history of it, including its 
standby patio. 

It is my understanding that this plant was built in 1943, and went 
in standby status in 1947. Of course, General Services Administra- 
tion had not even been conceived in 1947. I think you came into exist- 
ence about the middle of the year of 1949, and that was your first con- 
nection with the plant. It is my understanding that you received it 
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some time during calendar year 1949 in a standby condition by virtue 
of operation of the law which made it m: indatory upon the General 
Services Administration to receive these standby plants. Then, it 
was placed into operation in 1951 by virtue of orders of the ODM. 

We desire a statement from you which will generally bring us up 
to date on the operations of this plant. Start “at the beginning anc 
give us the details on this plant including its cost and so forth. 

Mr. Mansvre. First of all I would like to say we appreciate very 
much the committee taking the time to hold these hearings because we 
are very cognizant of the fact of the pressure on all the Members of 
Congress right now. 

1 would like to suggest that we have a brief statement from Mr. 
James Pinkley. I would like to have him give the outline as to the 
Nicaro conception and operation and so forth, and then I may make 
some comments, 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 


NICKEL-GRAPHIITTE COMMITTEE OF GSA 


Mr. Mansure. Mr. Pinkley is chairman of the Nickel-Graphite 
Committee of GSA which consists of three members. I have placed 
the full responsibility of the STRRBAING, of the Nicaro operation upon 
Mr. Pinkley and his staff. We also have a resident engineer at Nicaro 
and I personally surveyed the entire operations during the last week of 
April or, specifically, on April 25. I was there from Monday, April 
25, through Thursday. 

Mr. Botanp. Who serves on the committee with Mr. Pinkley? 
What are the names of the other two gentlemen / 

Mr. Mansure. Mr. Clarence A. Fredell, an engineer, and Mr. John- 
ston Russell from the Office of the Comptroller. 

These men are full-time employees with GSA. 

Mr. Botanp. They are all employees of GSA 4 

Mr. Mansvre. Yes, sir; that is right. They are operating people. 

Mr. Botanp. Are your services re sndered here in W ashington or are 
you in Cuba most of the time / 

Mr. Pinkuey. No, sir; I came here in Washington but I go to Cuba 
> or 4 times a year, and we also have an operating office in New York 
which is largely a procurement office. 

Mr. Botanp. Why do you not have here one of the members of the 
committee who is in Cuba? I would think that one of the top-echelon 
members on that committee would be here. 

Mr. PINKLEy. Well, our man in Cuba is considered by us to be of 
the top echelon. The reasons for that, I might say, is the fact that 
these are policy decisions which the committee makes. 

Mr. OsrertaG. Mr, Chairman, may L ask one question ? 

Mr. THomas. Surely. 

Mr. Ostertac. Mr. Mansure, how long has this committee setup 
been in existence ? 

Mr. Mansvre. The committee setup went into existence—— 

Mr. Ostertac. Since you became Administrator ? 

Mr. Mansure. When I became Administrator the committee was 
functioning at that time, and the chairman of the committee was 
changed from Mr. Reynolds when he retired to Mr. Pinkley. 
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Mr. Osrertac. How long have you been here at GSA, Mr. Pinkley, 
in this capacity in connection with the Nicaro plant, or in any capacity 

Mr. PINKLEY. Since 1955 in May. 

Mr. Osrerraa. I see. 

Mr. Prnxiey. I succeeded Mr. C. D. Williams as Director of the 
National Industrial Reserve Division. 

Mr. Botanp. How long have the other two members of the com- 
mittee been with GSA ¢ 

Mr. Meptey. Mr. Russell has been with it since its inception and 
Mr. Fredell was originally with the old Defense Materials Procure- 
ment Agency and when that was merged with GSA, he came over to 
GSA with Mr. Walsh of the Emergency Procurement Service. 

Mr. Botanp. Mr. Pinkley, do you live in Chicago ¢ 

Mr. Prnkxiey. No, sir; I live in Washington. My home was origi- 
nally in Chicago. 

Mr. Tuomas. How long have you been with the General Services 
Administration ¢ 
Mr. Pinxiey. December 10, 1948, on. 
Mr. Tuomas. These men who are in charge of the National Indus- 
ial Reserve Division are engineers and chemists, or what are they ¢ 
Mr. Prnkuey, May I answer that, sir? 
Mr. Mansure. Yes, sir. 
Mr. Pinkuey. I am a construction engineer, and Mr. Fredell is a 
mining and metallurgical engineer. Mr. Russell is a fiscal man in the 
Office of the Comptroller. 

Mr. Tuomas. Mr. Russell is a fiscal man ? 

Mr. Pinkuey. Yes, sir. 

Mr. THomas, You may proceed. 
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CONSTRUCTION OF NICARO 


Mr. Prnkxtrey. Mr. Chairman, Nicaro was built or started in 1942 
and completed in 1943. 

It went into operation in December 1943, and continued on in 
operation 

Mr. Tuomas. Who built the plant? 

Mr. Prnxuey. The construction of the plant was started out with 
Ford, Bacon & Davis as the contractors, with the Frederick Snare 
Corp. being a subcontractor for the purpose of building a pier. 

Mr. Tuomas. What Government agency built it? 

Mr. Pinxiry. RFC, or the Metals Reserve Division of RFC. 

Mr. Tuomas. Gentlemen, we would like to have a detailed state- 
ment in regard to this plant. 

Mr. Mansurr. We have, Mr. Chairman, if this is agreeable with 
the committee, a complete breakdown chart which we would like to 
introduce and which details this all the way down. However, I would 
also like for Mr. Pinkley to cover the ground as to who constituted 
the operating people originally. 

Mr. Pinxtey. This report is in very great detail. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 
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REPORT ON NICARO 


At this point in the record we will insert the report on Nicaro, dated 
August 1953 and then we will have Mr. Pinkley to explain and expand 
upon it. 

(The report referred to follows:) 


REPoRT ON NICARO 
General Services Administration—August 1953 
FOREWORD 


Nicaro is a unique operation of the Federal Government. Located in Cuba, the 
plant is one of the large nickel producers of the world. 

Its output of strategic metal is being produced for the Government’s account, 
in effect, without a subsidy. 

Out-of-pocket expenses, commonly considered direct operating costs, have been 
paid in full with the receipts from the sale of nickel. In fact, sales have pro- 
duced sufficient operating income to cover about 90 percent of the amortization 
charges on the books of the General Services Administration. 

In addition to the revenue from nickel sales, the Government has benefited 
from stockpile purchases of Nicaro nickel at less-than-market prices. The saving 
approaches $725,000 and more than offsets the operating deficit reported in the 
income-and-costs statement, set forth later in this report, which takes into 
account all operating costs and income. 

Ore royalties, one of the major operating costs, are being returned to the Gov- 
ernment, moreover, in the form of dividend and redemption payments on pre- 
ferred stock which represents part of the Government’s original investment in 
Nicaro. 

Originally constructed for operation in World War II, the shutdown, surplus 
industrial facility was brought into production in 12 months. By the end of 
fiscal year 1953, the plans had had nearly a year of full operation in its second 
tour of duty for the United States. 

In that year, the output measured up to 26,158,000 pounds of nickel. Near the 
end of the period production was averaging about 27 to 28 million pounds on a 
yearly basis. This appears to approximate the plant capacity with its present 
process and equipment, both of which are under thoroughgoing study, although 
both the first and second operations were initiated with higher expectations. 

Twice when the security of the United States has been at issue Nicaro nickel 
has helped the Nation meet critical deficits in the vital armament metal. The 
role of Nicaro in national defense has received farsighted recognition by the 
Senate Committee on Armed Services. 

Its Preparedness Subcommittee, in its fourth report, Nickel, submitted late in 
1950, proposed, in fact, that the policies governing reactivation and operation 
should be aimed at eventually establishing the facility upon a permanent, com- 
mercially profitable basis. Successful attainment of this goal would ward off 
repetition of the crucial nickel shortages of 1941 and 1950. 

For the support of its overall proposal, the subcommittee pinpointed recom- 
mendations spelling out the urgency of rehabilitating the plant, improving its 
efficiency, and going forward with justified plans for expanding its capacity. 
The recommendations have formed a line print which has guided the second 
operation of Nicaro in all its phases. 

The Preparedness Subcommittee goals continue to be the target for Nicaro. 
Thst first year of full operation points hopefully to a successful transition from 
Government operation to private enterprise. In the meantime, the subcommittee’s 
thoughtful expansion proposal is under careful consideration. The plans which 
are guiding the expansion study to its conclusion take into account Nicaro’s 
economic roles in Cuba and the United States as well as the continuing need for 
nickel as a strategic metal for the defense of our Nation. 

The Nicaro operation is described in some detail in this report. It reviews the 
first operation, sketches the problem of the surplus years, and then presents a 
step-by-step accounting of the second run from the initial search for a qualified 
operator up to the end of the fiscal year which coincided with the end of the 
first 12 months of full operation. 
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NICARO TODAY 


The Nicaro nickel plant in Oriente Province, Cuba, is in its second tour of duty 
for the United States. It has been in production for 18 months, in full operation 
for the last 12. 

United States-owned, it has a unique position in the Nation’s arsenal of de- 
fense by Virtue of its location in a foreign countrwa The official owner is the 
Cuban Nickel Co., a wholly owned Government corporation organized under 
Cuban laws. 

A surplus war plant, Nicaro was shut down in March 1947 after 40 months of 
production, primarily for the war against fascism. It was brought back into 
operation in January 1952, nearly 5 years later, to help arm the United States 
against the threatening expansion of communism. 

Reactivation has been guided toward goals set by the Preparedness Subcom- 
mittee of the Senate Committee on Armed Services. The subcommittee recom- 
mendations pointed to the resumption of production as an immediate target. 
Permanent, profitable commercial operation, possibly with expanded capacity, 
was the envisioned long-range goal. 

These views were embodied in four specific recommendations: For the earliest 
possible reopening, improved efficiency, research, and expansion. The first two 
have been carried out. An effective research program is underway and has 
vielded rewarding results, particularly a new process for product improvement. 
Lastly, expansion is under positive consideration, and preliminary phases have 
been executed, particularly the development of greater ore reserves. 

Renewed production was necessarily preceded by a year’s intensive rehabilita- 
tion and improvement. This work continued after the startup as the huge 
metallurgical plant, heart of the Nicaro operation, was advanced step by step 
to full operation. This was attained in July 1952. 

In its second run, Nicaro has produced 31,220,818 pounds of nickel through 
June 1953. Most of the production has flowed from the plant since full operation 
was reached. In these 12 months the plant has delivered 26,158,250 pounds for 
industrial and stockpile uses. In the closing quarter of this period, the plant was 
producing at the rate of 27 million pounds a year, and the June output was 
equivalent to an annual rate of 28,300,000 pounds. 

These figures, in comparison with the pioneer operation, indicate that a higher 
level of output has been reached. This has been made possible primarily by an 
improvement in the rate of recovering nickel per ton of ore. Higher rates of 
production and recovery demonstrate the gains in efficiency which have marked 
the second run. 

Financially, Nicaro improved its income-and-cost position in the second run. 
For the 12 months of full operation after rehabilitation, the excess of costs over 
income was about $250,000. Nicaro’s operating deficit was approximately 2 per- 
cent of all costs, including amortization charges for the retirement of the capital 
investment during the life expectancy of the ore reserves which have fed the 
plant. In comparison, the first operation’s 40 months ended with a deficit of 
about $3 million without allowance for capital costs or payment of ore royalties. 
In terms of immediate out-of-pocket costs, the second operation is paying its 
own way. 

The project, moreover, has supplied the Government stockpile with nickel at a 
savings of $725,000 under its cost at market prices. 

Nicaro was the source from which the Government received revenue in addi- 
tion to and separate from the operating receipts from nickel sales. For the 
fiscal year coincident with the first 12 full-operation months, it amounted to 
$775,000, consisting of $275,000 in dividends on Government-owned preferred 
stock in the Nicaro Nickel Co., owner of the ore reserves, and $500,000 for 
retirement of 5,000 shares of the stock. The total payment approximated 
ore royalties which the Government paid the company in the second operation 
through September 1952. 

The Government still holds 6,000 shares, the balance of its original holdings 
of 11,000 at a par value of $100 each. The dividends received represented the 
dividends declared at 4 percent a year for the period October 1, 1946, to December 
31, 1952. The Metals Reserve Corporation, subsidiary of the Reconstruction 
Finance Corporation, invested $1,100,000 in 1942 to assist Nicaro Nickel’s parent, 
Freeport Sulphur Co., in consolidating ownership of mineral rights in the area. 
The preferred shares, received in exchange, must be retired before dividends 
are payable on the common stock which Freeport holds exclusively. 
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Nicaro’s more favorable position is doubly significant. Earnings indicate 
that, if they are sustained, Nicaro may very nearly return its Capital cost. 
It has improved the likelihood, moreover, that a nonprofit Government enter 
prise, undertaken in the emergency of mobilization, may become a sound com- 
mercial operation under private management to the continuing advantage of 
Cuba and the United States. 

In the complex mining @nd metallurgical operation at Nicaro, the Republic 
of Cuba has accorded warm and earnest cooperation to the United States 
The international good will which supports the enterprise is a reflection of the 
fact that the plant is manufacturing a vital and scarce metal for mutual defense. 

s3oth Governments, moreover, hold confident hopes that, by lessons learned 
at Nicaro, large latent ore reserves in eastern Cuba may become a continuing, 
peacetime source of metals——not nickel alone, but iron and cobalt as well. 

So Nicaro is serving important dual roles. It is a defense plant contributing 
to the security of the Western World. It is no less importantly an experiment 
for the economic improvement of Cuba and the United States. 


GOALS : FOR WAR AND PEACE 


tox% 


* * Our best if not our only hope * * 

This is the way the Preparedness Subcommittee of the Senate Committee on 
Armed Services viewed Nicaro at the end of 1950. 

The Communist attack had taken place in Korea 6 months earlier. 

The Nation was mobilizing its war potential to withstand the onslaught in 
Asia and to prepare for the shock of Communist aggression elsewhere in the 
world. 

Nickel, indispensable for aircraft engines and other armaments, was in 
stringently short supply and stockpiling was lagging. 

Against this somber background the subcommittee took a long and thorough 
look at the Nation’s present and potential resources in nickel. Out of this investi 
gation came the subcommittee’s fourth report, Nickel,-transmitted to the parent 
committee on December 27, 1950, and later published as Senate Document No. 4 
(82d Cong., Ist sess. ). 

It offered a nickel program which looked to the present and the future. 

Its recommendations, in effect, blueprinted policy and practice for the Govern- 
ment agencies which had been entrusted with the immediate task of strengthen 
ing industrial production for defense. 

Familiar pattern 

Nicaro, of course, figured prominently in the findings and recommendations. 
The key to its outstanding importance was the complete parallel which the sub- 
committee discovered in the nickel shortages of the emergency years of 1941 and 
1950. 

“The circumstances during World War II giving rise to this major project 
(Nicaro) costing about $32,500,000,” the report observed, “are plaguing us again 
today: The inadequacy of Canadian sources of nickel to meet military require- 
ments and essential civilian needs and our consequent inability to build an ade 
quate stockpile.” 

From the subcommittee’s survey it was plainly apparent that Nicaro was the 
only source of increased supply for “the near-term future.” Thus Nicaro again 
held the same critical role it had had in World War IIL. It was then and had 
become again the only place on the horizon of the free world from which the 
United States could expect readily to enlarge its overtaxed nickel supplies. 

Constructed early in the war, Nicaro was finally designed with an estimated 
capacity for 31 million pounds of nickel a year basel upon pilot-plant research 
in Texas. It never reached this rate; its best vear was 1946 when the output 
approached 25 million pounds. But before it closed down in 1947 the plant 
had turned out a total of 63,500,000 pounds. 

One of the chief facts about Nicaro is that it was only new source of nickel 
open to the United States during the war. 

In view of the acute necessity for Nicaro to repeat and, if possible, better its 
performance, the subcommittee advised an immediate return to the Cuban mines 
and plant for the vital defense metal. 


Recommendations 

The recommendations were clear and explicit. 

They laid out for the short term a course of action which would enrich the 
country’s nickel supplies at the earliest time. 
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The subcommittee also proposed a long-term objective to safeguard against a 
foolhardy repetition of the conditions which had twice brought the Nation hope- 
lessly near the bottom of its nickel barrel. In essence, the report set forth meas- 
ures aimed at assuring continuous peacetime operation as a self-sustaining com- 
mercial enterprise. 

Four specific recommendations were offered. In the language of the report, 
they were— 

1. “That Nicaro be reactivated promptly * * *, 

This was the foremost target. In the body of the report it was emphasized 
repeatedly. The subcommittee, for instance, observed that “business-as-usual 
thinking must now be scrapped” and the reopening should be advanced with sub- 
sidies if necessary. Later the report declared that “reactivation if of the utmost 
urgency.” 

2. “[That] * * * its efficiency [be] improved * * *.” 

In this connection the report earlier offered findings that indicated that plant 
improvements would raise efficiency, increase output, and decrease operating and 
maintenance costs. These results, in the subcommittee’s opinion, were essential 
preliminaries to the long-range goal of “its profitable operation * * * on a perma- 
nent basis.” 

3. “That serious consideration be given to expanding its capacity * * *." 

This recommendation was the only one which the subcommittee offered on a 
conditional basis. It had urged prompt reactivation; this remained the prime 
turget. Expansion was not be undertaken at the price of interference with or 
undue delay in the earliest production of nickel. Like the second recommenda- 
tion, expansion was proposed as a further assurance that Nicaro would become 
a permanent profitable operation. 

1. “That intensive research be conducted * * *., 

lere again the subcommittee pointed at the eventual commercial operation of 
the Nicaro facilities as the long-term target. In suggesting a research program of 
“subsidized by the Government if necessary,” the report referred specifically to 
the commercial utilization of the rich iron content of the Nicaro ores. 

In summing up the subcommittee’s opinion of the reconmendations—in effect, 
their purpose, the report expressed the view that “such a program will not only 
enhance materially our preparedness in nickel but will, in war or peace, diminish 
our dependence on the Inco (International Nickel Co. of Canada, Ltd.) monopoly.” 
This program, in fact, has been the mandate and the policy for the reactivation 
and the operation of Nicaro. 
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NICARO IN OPERATION 


Nicaro originated as a war project. It was built to produce nickel for the im- 
perative requirements of World War II. Known for upward of a half century, 
the complex nickeliferous lateritic ores of eastern Cuba were largely a dormant 
resource. The decision to turn to Cuba for nickel was reached in February 4, 
142, even though a large-scale process for recovering the nickel had yet to be 
proven. 

For America the war was hardly 2 months old. Yet the evidence was plain 
that the United States and its allies, suffering from “too little and too late” 
in combat, were in deadly jeopardy of “too little and too poor” in the industrial 
materials for a struggle still to be fully mounted in two hemispheres. Nickel, 
an essential element in warmaking steels, was one of those materials. 

This was the reason for Nicaro. The original authorization came from the 
War Production Board. At first the target was simply the delivery of 30 million 
pounds of nickel to war industries. Later, as the dimensions of the venture 
Were measured off, an investment of $19 million was allotted, and the goal was 
fixed at an outturn of 32 million pounds a year. This was trimmed to a final 
objective of 31 million a year. The annual flow has never reached this figure, in 
the first or second operation. 

Original investment 

The capital requirements, however, grew steadily larger, largely because of 
increased costs all along the line. In the end, the original investment amounted 
to exactly $32,760,031.82 as recorded on the books of the Cuban Nickel Co. prior to 
rehabilitation. 

Originally, the project included a nickel refinery at Wilmington, Del., but its 
operation proved uneconomic. The refiery, no longer part of the Nicaro project, 
Was abandoned in October 1944 after 3 months of operation. Thereafter, in spite 
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of the steel industry’s custom of using nickel metal in alloying steel, Nicaro’s 
product, nickel oxide, was used directly in the production of high-alloy stee| 

At Nicaro construction got underway in March 1942 soon after the basic con 
tracts had been signed. The first stage was completed by December 31, 1943, 
about 22 months later, when the plant produced its first nickel oxide. Ful! 
operation was achieved a year later, on December 3, 1944, when the battery of 12 
Herreshoff furnaces was in full operation for the first time. 


Product and production 


In its World War II and postwar service, Nicaro was in operation from De- 
cember 31, 1948, until March 31, 1947. Over that span the plant produced 63,- 
571,414 ponnds of nickel and, by the process then and at least for the present still 
in use, an inseparable fraction of cobalt which was counted and sold as and with 
the nickel. 

The actual product, nickel oxide, is a green powder. In the first operation, it 
contained, by assay, an average of 76.83 percent nickel. The cobalt content 
averaged 0.6 percent. 

In spite of its small size, the cobalt fraction is sufficiently large in view of the 
metal’s value to make its separate extraction a worthwhile target of research in 
progress at Nicaro. The cobalt content of the ore is approximately one-tenth ot 
the nickel content. This is more than appears in an analysis of the final product 
The difference is lost in the nickel-extraction process. 

Initial achievements 

As a war project, Nicaro paid off. It was worth its price in the perspective ot 
the Nation’s urgent requirements for metal armaments of superior quality to 
sustain the high heat and high speeds of modern warfare. In dollars and cents, 
however, the project fell short of earning even its operating costs. 

When the books were closed, Nicaro was in the red by about $3 million, with 
out capital charges for amortization, depreciation, and interest. In addition to 
the investment, reported at $32,760,000, for which no return was made, operating 
costs amounted to about $20 million for the first run. The production, includ 
ing a residual inventory, had a sales value of nearly $17 million. Nicaro’s pa) 
off came in other ways than money. 

The most valuable contribution was the nickel. In the neighborhood of 40 
percent of the total output was produced before V—J Day. In the end, it proved 
the only new sources of nickel to become available to the United States. 

A second important achievement was success in learning the basic secret of 
reducing Cuban ores and recovering their nickel content. Efforts in this direc- 
tion first came as early as 1907, but the wartime hydrometallurgical process 
developed after a small pilot-plant test in Texas has been the only large-scale 
operation of its kind. It opened a vista of commercial production to the mutual 
beneiit of the United States and Cuba. 

The third outstanding accomplishment was the pioneering of a market in the 
steel industry for nickel oxide. Most of the plant's output moved directly into 
the production of nickel-alloy steels. The oxide was accepted with the misgiv- 
ings usually accompanying wartime makeshifts, but after Nicaro’s shutdown 
four of the largest users of nickel were reported by the Defense Plant Corpora 
tion, which had primary responsibility in Government for the operation, to prefer 
the oxide to metal. In any event, the International Nickel Co., currently the 
source of upward of SO percent of the free world’s nickel, thereafter placed on the 
market its own oxide, in sintered form, however. 

The Nicaro product, in spite of being in the less desirable powder form, was 
accepted and used by 27 purchasers. They included such outstanding industry 
names as Carnegie-Illinois, Bethlehem, Crucible. Republic, Allegheny Ludlum, 
and Pittsburgh Steel. By 1947, nickel oxide had earned a commercial position 
in the steel industry of the United States—in peace as well as in war. Its accept 
ance favors the eventual establishment of Nicaro upon sound commercial footing 

In full perspective, the value of the pioneering achievement was limited b) 
technical problems presented by dusting losses from oxide powder, particular!) 
in open-hearth steel furnaces. Conversion of the Nicaro product to a solid has 
long been a problem to which various remedies have been applied, including 
packaging in metal containers, a practice now in use. The basic problem, however, 
has now been successfully solved by the perfection of a new process for sintering 
the powder. Asa result, sintered oxide is expected in the near future from Nicaro 
with a wider acceptability in the steel industry than powdered oxide. 
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SURPLUS YEARS 


Nicaro was a surplus war plant from the spring of 1947 until the summer of 
1950 when the Communists moved across the 38th parallel in Korea. 

During these 3% idle years, the plant was held in standby condition with lim- 
ited maintenance. It had been transferred by the Reconstruction Finance Cor- 
poration in July 1947 to the War Assets Administration. Nicaro became a 
responsibility of the General Services Administration after its establishment by 
law midway in 1949 as a permanent management agency for Government prop- 
erty and records. The transfer to GSA took place in December 1949. 

The new agency accepted a twofold task: to maintain Nicare and to find an 
operator to take it by lease or purchase. 

Of leading significance is the fact that the plant was placed under the national 
security clause in 1948. Prospective operators were thus on notice that it was 
to be held in readiness to turn out nickel for defense. In view of Nicaro’s location 
and equipment, temporary conversion to other uses was impracticable. But sal- 
vage at scrap values also had been ruled out. In brief, the plant's character as 
a nickel producer had become firmly affixed. 

Only one serious proposal for operating it was put forward during the shut- 
down period. Offered by the American Nicaro group, a Delaware coorporation, 
the proposal is significant today largely for the reason that Cuban capital was 
associated With the effort. The offer was under careful consideration when South 
Korea was overrun, 

The Communist attack set Nicaro in a new perspective. With nickel critically 
short the earliest outturn from the Cuban facilities immediately became a 
national-security objective. At the same time, negotiations with the American 
Nicaro group were broken off. 


SEARCHING FOR AN OPERATOR 


The firm had acted in good faith in presenting its proposal, but its mining and 
metallurgical experience was limited. On a more tranquil international scene 
this might have been acceptable for an experimental operation. In the new sit- 
uation the resumption of operation—at full seale, at the earliest time—was man- 
datory. A skilled, experienced operator was essential to rule out every risk of 
delay or failure. 

The General Services Administration thereupon undertook the administrative 
task of bringing Nicaro into production for national defense. Consultation, guid- 
ance, and general direction were provided by the Munitions Board of the Depart- 
ment of Defense. The Preparedness Subcommittee report has given an authori- 
tative general account of the activities which led to the selection of the operators 
qualified to shoulder the task. 

In point-by-point chronological summary, these steps were— 

1. The General Services Administration asked the Freeport Sulphur Co. if it 
would operate Nicaro. Through a subsidiary, Nicaro Nickel Co., Freeport had 
operated the plant in its first run. In view of this experience Freeport was con- 
sidered a logical as well as a responsible operator. In addition, the subsidiary 
owns the pit mines from which the nickel ore is obtained about 9 miles from the 
plant. Freeport informed GSA that it would not operate Nicaro again. 

2. By letter of September 22, 1950, the General Services Administrtaion asked 
the Munitions Board for advice on the selection of an operator in view of Free- 
port’s unwillingness. GSA submitted descriptive data from firms interested in 
the contract and recommended, in view of the urgency, that the Board set a dead- 
line of September 30 on the receipt of similar material from other candidates. 
In all, six firms offered information by which to measure their qualifications. 

38. By contract on September 28, 1950, the General Services Administration 
authorized the Freeport Sulphur Co. to go forward with an industrial survey of 
Nicaro. Earlier GSA had asked and Freeport had agreed to make such a survey. 
To be completed in 90 days, it was designed to obtain information on the rehabili- 
tation and improvements necessary to put the mines and plant in operating con- 
dition at higher efficiency. 

4. By letter of November 13, 1950, the Munitions Board informed the General 
Services Administration that two firms had been approved as qualified for the 
project. These were the American Smelting & Refining Co. and Eagle-Picher Co. 
The letter stated that a third, N. J. Billiton Co., of the Netherlands, also was 
qualified under criteria prepared by the Munitions Board with the aid of the 
National Security Resources Board. The letter further stated that, while Billiton 
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had been omitted largely because of its foreign ownership, the decision would be 
reviewed upon request. 

5. By letter of November 25, 1950, the General Services Administration, with 
the agreement of the National Security Resources Board, asked the Munitions 
Board to consider the “inclusion of the Billiton company as a qualified operator.” 

6. By letter of November 28, 1950, the Munitions Board added Billiton to the 
certified list and authorized the General Services Administration to negotiate 
with it, as well as with the other qualified companies, for the Nicaro operation. 

7. Under a covering letter of December 13, 1950, the Freeport Sulphur Co, 
delivered its industrial survey. It made numerous recommendations for restor- 
ing the plant, including improvements, at an estimated cost of $6,619,091. 

8. By letter of December 14, 1950, the three qualified firms were asked to submit 
proposals for the operation of Nicaro by December 26. The letter listed 14 points 
for the guidance of the prospective operators or on which specific information 
was requested. The filing time was later extended to January 2, 1951. 

9. Meanwhile, with the Freeport survey report as a foundation the General 
Services Administration negotiated with the Frederick Snare Corp. for the con- 
struction and equipment necessary to rehabilitate and improve the Nicaro 
facilities. The Snare Corp. was selected because it originally had built the plant 
and was well organized in Cuba to start work immediately. 

10. The final step was the evaluation of the proposals for the operation of 
Nicaro. These were received from the American Smelting & Refining Co. and 
the Billiton Co. By failing to submit a proposal, Eagle-Picher, in effect, with- 
drew and thus narrowed the choice. The evaluation resulted in the selection of 
the Billiton offer as superior in five major respects to the alternative. 

Both Snare and Billiton were directed to make immediate beginnings at 
Nicaro. Arrangements with both were formally drafted in letters of intent 
issued by the General Services Administration: to Billiton on January 15, to 
Snare on January 18, 1951. The Billiton letter was issued to an American 
subsidiary, Mining Equipment Corp., and later by amendment to a new subsidiary, 
Nickel Processing Corp., which has been the Nicaro operator ever since even 
though Billiton has ceased to be the parent company and, in fact, no longer shares 
in the ownership. 

Alternative proposals 

The accepted proposal was recommended by an advisory committee which the 
Administrator of General Services had appointed on December 1, 1950. To be a 
source of technical guidance in reactivating magnesium war plants as well as 
the nickel project, the Magnesium and Nickel Committee consisted of Marvin C. 
Nichols of Fort Worth, Tex., an engineer retained as consultant: C. D. Williams, 
then Director of the National Industrial Reserve; ond John H. Joss, then an 
attorney in GSA. Mr. Joss later was succeeded by Leonard FE. Nelson, also a 
GSA attorney. Mr. Nichols was Chairman until early in 1953. 

Actually Billiton submitted two plans for Nicaro, one based upon the process 
used in the first run, with improvements in the plant, and another looking to 
improvements in the basic process itself. By plan I Billiton estimated an 
annual outturn of 31 million pounds of nickel-cobalt a year as the likely pro- 
duction. Plan II would introduce newly developed patented process improve- 
ments aimed at lifting the nickel output by about 10 percent and recovering 
annually about 1,200,000 pounds of cobalt as a separate metal. 

In addition to these production estimates, the proposal was for a management- 
fee operation. The fee feature was offered as a means by which the operator and 
the Government could obtain cost and production experience for a lease fair to 
both. p 

Lastly, among the significant features, the prospective operator was ready to go. 

The American Smelting & Refining Co. put forward a proposal to lease the 
plant. The company would pay the Government a flat rental and a percentage 
fee based upon sales for the use of the facility, and the Government would bear 
certain direct engineering expenses. The company estimated its production at 
27 million pounds a year. 

Combined with the lease was a proposal that the Government purchase half 
the production of nickel oxide. A further provision would require the Govern 
ment to buy the oxide at the market price for cathode nickel which exceeds the 
powdered oxide price by about 5 cents a pound. 

The proposal also contained other less usual features dealing with the pre- 
ferred stock which the United States has owned in the Nicaro Nickel Co. since 
the beginning of the first operation. The Government had aided in the acquisi- 
tion of mineral rights with an investment of $1,100,000 from the Reconstruction 
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Finance Corporation. The stock, providing for dividends at 4 percent per annum, 
was inexchange. Under the proposal the Government would be required to waive 
accrued dividends and discount its value. 

Freeport Sulphur Co., parent corporation of the Nicaro Nickel Co., also figured 
directly in the proposal. It appeared as an operating partner of the American 
Smelting & Refining Co. 

Lastly, the proposal was tentative subject to and dependent upon success in 
negotiating tax concessions and labor contracts in Cuba within 60 days. 

Basis of selection 

In broad outline these were the proposals which the Magnesium and Nickel 
Committee analyzed. It recommended the Billiton proposal on five counts: 

1. It was for an immediate start. The alternative proposed a delay up to 
G0 days with the possibility that the search for an operator would have to be 
renewed if the Cuban negotiations were fruitless. 

2. It was pointed toward the production of more nickel, by the present process 
and by process improvements. 

3. It offered the likelihood of the eventual separate extraction of cobalt, a more 
valuable metal also in critical supply. 

4. It proposed a management-fee operation as a means of acquiring valid 
information on costs for the protection of the substantial public investment in 
Nicaro. 

5. It was more economical for the United States. By analysis, the complicated 
pluses and minuses of the alternative indicated that it, in spite of being for 
a lease by which the operator would accept a degree of risk, would cost the 
Government substantially more than the accepted proposal. In fact, at the end 
of 1952, after 12 months of partial and full operation, the alternative would 
have left the United States out of pocket by about $600,000. This amount ex- 
cludes the savings from transfers of Nicaro nickel to the Government stockpile 
at less than market prices and the income for amortization which have accrued 
to the United States under the accepted proposal. 

Final arrangements 

In recommending acceptance, the Magnesium and Nickel Committee coupled 
its findings with modifications which Billiton accepted. 

These were— 

1. That plans I and II, taken together, should become the working basis for 
Niecaro. 

In plain terms, the committee’s attitude was that the first task was the earliest 
delivery of nickel. Rehabilitation and operation would be undertaken with the 
process and equipment used in the first run with whatever mechanical improve- 
ments that would enhance efficiency. 

Meanwhile, by a pilot plant to be built at Nicaro, the process improvements 
embodied in plan II would be tested for installation to increase the nickel out- 
put and produce cobalt. The Government commitment, with respect to altera- 
tions in the process, was limited to proving their value. 

The process improvements had been invented by Dr. M. H. Caron, of The 
Hague, Holland, who had developed the original process as well. Both are tech- 
nically Caron-type processes. Dr. Caron, moreover, would be retained as a 
consultant on the use of the improvements. 

2. That an American metallurgical firm should become a partner in the oper- 
ating company. 

The committee set forth this condition in recognition of the reservation which 
had prompted the Munitions Beard originally to hesitate at certifying the 
Billiton company. The committee further suggested that either certified com- 
pany would be welcomed but left to Billiton the task of finding its own American 
partner. 

Parallel with the second condition, all three approved companies had been 
asked in the letter of December 14 if they would enlist Cuban capital in the 
operation. Billiton had replied in the affirmative even though the letter had 
specified that willingness to bring Cuban participation into the venture was 
hot a condition for selection. 

So at the outset the Dutch firm began negotiations which eventually trans- 
formed the Nickel Processing Corp., into a Dutch-American-Cuban company. 
Billiton completed its negotiations in June 1951 and submitted the prospective 
three-way ownership to the General Services Administration for approval. The 
contractor selected and negotiated with the new participants, both American 
and Cuban, on its own initiative. 
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As its American partner, Billiton brought in the National Lead Co. after the 
other approved companies had declined invitations, National Lead’s ownership 
represented 30 percent of the capital, and it further agreed to furnish technical 
operating personnel to the project. 

Fomento de Minerales Cubanos, 8. A., became the Cuban partner, with the 
purchase of 20 percent of the stock. This agreement was approved by the Gen- 
eral Services Administration in July after consulting with the Department of 
State. At the request of GSA the Cuban group had submitted a statement iden- 
tifying its several owners and setting forth that they could contribute “knowl- 
edge of local labor problems * * * especially in the zone where the plant is 
located,’ “extensive knowledge and experience in handling * * * any problems 
* * * with the Central Government or Municipal Administrations,” and ‘“knowl- 
edge of economic, fiscal and administrative problems.” 

The ownership of Fomento, a newly formed Cuban corporation, was held by 
Rafael Laureano Gonzalez Cardenas, a Jandowner, cattleman, and sugarcane 
grower in Oriente Province; Miguel Adolfo Garcia y Garcia, director of public 
relations of Cia. Cubana de Electricidad, Cuba’s largest power company, and 
Jose A. Alvarez Cabrera, a certified public accountant and former economic 
counselor to Cuban governments. Interestingly, all three had long evinced an 
interest in returning Nicaro to operation and had, in fact, shared in the owner- 
ship of the American Nicaro group which had put forward an abortive offer for 
the plant in 1950. Dr. Oscar Garcia Montes, professor emeritus of the University 
of Havana and a former Cuban Secretary of the Treasury, was secretary of 
Fomento. 

Long before its international pattern was fixed the Nickel Processing Corp 
had entered on the task spelled out in basic letter of intent. The contract ran 
for 5 years with a management fee in the early stages. The contractor was obli- 
gated to come forward, within 11 months after full operation had been attained, 
with a lease suitable to the Government for the remainder of the contract. There 
was a balancing obligation on the Government to accept the lease. Thirty days 
of grace were allowed for negotiating differences, 

As its interim management fee the operator first received $20,000 a month 
in addition to reimbursement for all approved costs necessary to carry out the 
contract. In the productive period the fee became 1 cent a pound for the nickel- 
cobalt content of the oxide and remained at that level until an incentive factor 
was added early in 1953. 

Rehabilitation 

Like the Nickel Processing Corp., the Frederick Snare Corp. held a prime 
contract from the General Services Administration. 

The contractor’s task was broadly the rehabilitation of the nickel facility, the 
mining equipment, the railroad connecting mines and plant, the metallurgical 
plant and its buildings, roadways, piers, and utilities, and the Nicaro community. 
or its service Snare received a fixed fee based on the estimated rehabilitation 
costs, which were incurred for the account of the United States Government 

Snare was at work by January 26, 1951, a week and a day after the letter 
of intent was issued. 

Karly expectations that the rehabilitation would approximate the industrial 
survey estimate of $6,620,000 were short of the mark. By the end of fiscal year 
1953, the total outlay approached $12,155,000. The expenditures through Snare 
amounted to $11,628,100, including the contractor’s fees of $362,900, about 3 
percent of the value of the contracted work. 

Originally, the rehabilitation was scheduled for a swift advance to production 
in January 1952. By midyear 1951, with the project 6 months in trajectory, 
there were signs that the timetable was severely tight. One of the chief handi- 
caps was the lack of priorities matching the vital character of the plant. Upon 
review the General Services Administration set a new date for the reopening, 
in April 1952, with full operation expected in January 1953. 

The Magnesium and Nickel Committee, moreover, took action to aid the con 
struction contractor to gain time. The committee required the operator, Nickel 
Processing Corp., to put a construction engineer on the job to tie together the 
plans, designs, and specifications of both prime contractors. Solicited for help, 
Government defense and mobilization agencies gave their assistance. Out of 
these efforts came the designation of Clay P. Bedford to act for the Office of 
Defense Mobilization and the Defense Production Administration as a top-level 
expeditor to bring Nicaro home on time. 

By the early fall of 1951 the General Services Administration had advanced 
the reopening to March 1952. With the accelerated momentum continuing to 
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pick up time, the project, by winter, was back nearly on its original schedule. 
Initial production came on January 31, 1952, in the month first calendared for 
the reopening. 

Four of the twelve huge Herreshoff furnaces were in operation when the plant 
returned to production. The remaining eight were scheduled to be fired in a 
step-by-step plan in the succeeding months. By mid-July 1952, Nicaro was in 
full operation. 


\PC reconstituted 

Prior to full operation, however, the ownership of the Nickel Processing Corp. 
was altered by voluntary action on the part of the three separate corporations 
which shared the enterprise. 

The operating corporation had been asked in February 1952, shortly after the 
second run had gotten underway, to install a new general Manager at Nicaro. 
The General Services Administration left the choice to the operator. The request 
was premised upon a conviction, supported by an inspection of the operation, that 
superior administrative talent was required in that position at Nicaro. The deci- 
sion was reached reluctantly and with no intent to reflect adversely on the firm or 
its personnel. At that time Nicaro was considered the Nation’s No. 1 defense 
plant, and its full output of nickel was deemed essential for industry to meet 
production eontracts with the defense agencies. 

From the viewpoint of the Billiton firm, which owned the largest share of the 
operating company, the request was regarded as interference in company affairs. 
Upon Billiton’s failure to select a replacement within what GSA considered a 
reasonable time, the resignation of another official in the executive management 
of NPC was requested to secure more rapid cooperation. Thereupon Billiton 
voluntarily decided to withdraw from the subsidiary it had set up. 

In the result, without objection from the Government, Billiton sold its half 
interest in the Nickel Processing Corp. to the other partners. The National Lead 
Co. purchased sufficient to raise its ownership to 60 percent of the stock. The 
balance was bought by Fomento de Minerales Cubanos, 8S. A., which thereby 
lifted its holdings to 40 percent. By the transaction, which took place in April 
1952, both partners doubled their original holdings. 

Production 
Since July 1952 Nicaro has had a stretch of 12 months of full operation. Its 


production is set forth below (table 1) for the first 18 months of the second run, 
With subtotals for partial and full operation. 


TABLE 1.—-Production of nickel-cobalt content of nickel oxide at Nicaro, Cuba, 


Jan, 31, 1952, to June 1958, inclusive 
Nickel-cobalt 














Month: content (pounds) 
ee no ae ee. ee neem Jee ay ness ee 10, 000 
IMU coh sh det tcaasm Gre ole ie oe end eee ae 575, 238 
PURGE a nat a Sts ett ee eee oe ee 615, 290 
eI is ai tn sce capaho coca sates haan esa each ict eps eatanadle 1, 052, 623 

Ts SEK, 2h kL ome eee ER Se ee ee dee ott ee 1,402, 520 
Gr No i aS oO oN eS canto ee re 1, 406, S97 
Production: Partial operation .._____ i oat ee A 5, 062, 618 
Se eek hr eS i ne a i I ie oe Se 1, 991, 401 
ao ea Oi arsed en enanhe ton seins area aemetaiee 1, 816, 640 
eT ee eo Se aginledan arenas nateseees 1, 887, 988 
IE Rice ei a BS as a oD cee _ 2,142, 422 
DIO ee ct et Se oo 2, 437, 416 
Speen lik) Be F108 hn ee het ee 2, 509, 449 
Pin 8 ee 2, 141, 835 
PN Sik cca chica ah ata anid Saas uaa k eid pas ck eae sca 1, 969, 731 
a Se ee een Seer ee cee ete eee Ee ee ns _. 2, 475, 126 

Nh ce a a ha a ca a ac a aa a a a ace a 2, O48, 53: 
NN a a cnr eed a cat te tae 2, 379, T73 
RE pt ERE pies DT ER TER LI ER 2, 357, 935 
ee a pak A a ee a nee 26, 158, 250 
FU ar sce ie cg amc 31, 220, 818 
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For the 12 months of full operation Nicaro’s trendline has been marked in 
many instances by pronounced oscillations in production from month to month 
similar to the experience of the first operation. In spite of these ups and 
downs, it has moved in a generally upward direction, At the same time there 
has been a tendency for the fluctuations to become somewhat smaller in the 
latter part of the period pointing to a degree of increased stability. 

Taken on a quarterly basis, Nicaro’s production for the 12 months has ap- 
proximated these annual rates: 

Pounds 
Ist quarter 5 bi hi ceds 22, 784, 000 
2d quarter ‘ 28, 357, 000 
3d quarter: 
Based on actual production in February__-_ _- ; 26, 347, 000 
Adjusted for fewer days in February _ 27, 017, 000 
4th quarter ‘ 27, 145, 000 


These annual rates reveal fully the pattern of production at Nicaro; the 
fluctuations, the upward trend, and the tendency for the oscillations to move 
within a narrower are in later months. 

Monthly production fluctuations reflect in part general mining experience with 
ores of which the metal content varies with the progress of mine headings along 
veins of variable richness. At Nicaro the nickel content of the dry ore has 
ranged as low as 1.311 percent to a high of 1.497 percent on a monthly aver- 
age basis. This variation represents a difference of 12 to 14 percent in the 
nickel in a ton of ore delivered for processing. 

Aside from this normal mining variable, the reported monthly outturn has 
heen influenced by the operation of a calcining kiln at the very end of the Nicaro 
process. Since the startup in January 1952 the kiln has been out of operation 
about 10 percent of the time. As the kiln’s capacity exceeds plant’s capacity, 
the repaired kiln catches up with the unbrolen, around-the-clock production 
of the rest of the plant, but monthly production reports sometimes show an un- 
even pattern in the result. 

Originally designed for 800° I, the kiln turned out offgrade nickel oxide in 
the first operation. Increasing the heat improved the product but corroded the 
kiln shell. In the rehabilitation, it was lined with refractory bricks to prevent 
further corrosion. The increased weight, however, has induced a weaving move 
ment which loosens the bricks, and shutdowns are necessary to replace them. 
As the breakdowns do not interfere with basic production, a replacement has 
been avoided as uneconomical. Recently stiffener rings designed to help hold 
the refractories were shipped to Nicaro. 

Plant capacity 


An annual outturn of about 31 million pounds of nickel (nickel-cobalt) was 
anticipated at the inception of both operations. In neither, however, has this 
rate been sustained although in the first 12 months of full operation after re- 
habilitation it was approximated twice (in December 1952 and again in March 
1953) and approached in a third month (November 1952). 

Twelve months of practical experience, with the facility in full operation, 
points to a conclusion that the working capacity, with the present equipment, 
ranges between 27 million and 28 million pounds a year. This is less than the 
designed capacity which, in both operations, was a reflection of metallurgical 
estimates based on laboratory and pilot-plant experience. 

Operating variations at the mines and the plant account in the main for the 
lesser rate in large-scale operations. These variations are under study with a 
view to bringing working capacity nearer designed capacity, possibly by adding 
equipment with a relatively small capital outlay. The targets are outlined 
later in a discussion of the research program. Until experimentation has made 
a further advance on the problems underlying the operation variables, the proj- 
ect should be considered to be still in the shakedown stage of operations. 


Income and costs 


In the first 12 months of full operation after rehabilitation, the fiscal year 
which ended June 30, 1953, the total cost of operating Nicaro exceeded net in- 
come from sales. The excess of costs over income was equal to 2 percent of 
all the charges borne by the year’s operations, including amortization. 

Income and costs for the fiscal period are shown in table ¢ 
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The significant points are— 

1. The total cost of operating the nickel facility amounted to $12,214,000. This 
included the charge necessary to amortize the total capital investment within the 
estimated lifetime of the ore reserves from which the plant is supplied. 

2. The total income from sales amounted to $11,965,000. This included the 
return from transfers of nickel to the Government stockpile at less than market 
prices. A saving of approximately $725,000 resulted from the lower price. 

3. The excess of costs over income amounted to $249,000. The deficit thus 
accrued represented 2 percent of the total operating costs. It was also less than 
10 percent of the charge of $2,785,000 for the amortization of capital value. 

Costs.—The total operating cost is composed of (1) certain costs derived 
from expenditures made from appropriated Government funds prior to the cur- 
rent operation, and (2) additional costs to the Government resulting from ex- 
penditures made from the revolving fund of the Defense Materials Procurement 
Agency. The former costs consist of (@) amortization of the capital value of the 
Nicaro facility as retlected in the accounts of the General Services Administra- 
tion; (0) certain supplies remaining from preceding operations of this and 
other Government-owned plants and from the rehabilitation of the Nicaro 
plant. 

Special items of cost were as follows: 

Ore royalties, $1,648,259.40.—These were paid to the Nicaro Nickel Co., owner of 
the ore reserve, at the rate of 6.301 cents per pound of the nickel-cobalt content of 
the oxide obtained from ore. 

Startup expense, $264,041.78. —Costs incurred in getting the plant to full opera- 
tion totaled $1,046,155.10. This amount is being charged to manufacturing costs 
prorated over the estimated production for the first half of the current operating 
contract. 

Amortization, $2,784,579.75.— Amortization of the capital value of the facility, 
including capital value acquired with DMIPA funds, is on the basis of the esti- 
mated life of the ore deposits. The amortization period extends until 1966. 

The amortization charge is based upon the retirement of the following capital 
values: 


Prehabilitation investment __—___—_~ etatitch 
Rehabilitation : 
From appropriated funds___--__---~ 
From DMPA revolving fund_____~_ 
Other funded fixed assets: 
Mayari Road (United States share)__---_- Seta 34, 994. 67 
Added buildings____-__ ~~ ee ea eee A icp Re 19, 141. 74 
Serer « WR ETIIIIN cece a Soeeneee 1, 352, 138. 88 


32, 760, 031. 82 


acticin merssarcnsieisncn te eke eee Oe 
ee 1, 813, GOO. 00 


Ne cere 5 16, 320, 342. 75 


Management fee, $305,817.72.—This represents payments to the Nickel Process- 
ing Corp. based on production of nickel oxide. 

Costs do not include (a) charges for administrative services furnished by the 
General Services Administration and its associated agency, Defense Materials 
Procurement Agency; (b) interest on DMPA funds advanced to finance opera- 
tions; and (c) provisions for eventual shutdown and layaway costs. 

Income.—All income results from sales of nickel oxide. For the fiscal year, 
net operating receipts amounted to $11,964,448.75 and consisted of (a) sales to pri- 
vate industry at market prices which during the year ranged from 50.75 to 61.75 
cents per pound and (0) transfers of the finished product to the Government 
stockpile at 41.5 cents per pound which represented out-of-pocket costs paid from 
the DMPA revolving fund. 


66579—55—_— 
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TABLE 2.—Nickel Processing Corp., Nicaro, Cuba—Statement of income and cosls 
for the AS from July 1, 1952, to June 30, 1953 


DMPA Appro- ,, 
revolving priated Combined 
fund funds 


ae Costs 
we sapniveniniegs 
| 
| 


Sales, net . | $11, 964, 443.75 
Manufacturing cost | 
Ore royalties $1, 648, 259. 40 | 
Ore production: 
Labor | 247, O84. 32 | 0 247, OR4. 3: 
Supplies 147, 877.80 | 0 147, 877. 
Other expenses 2, 789. 97 | 0 12, 789. § 
Direct labor 976, 868. 37 | 0 976, 868. ¢ 
Indirect labor 57, 511. 30 0 57, 511. % 
Supplies .| 3,958, 538.11 | $610, 206.35 , 68, 744 
Startup expense , , 041, 78 0 264, 041 
Maintenanct 56, 730. 48 | 0 656, 730 
Other manufacturing expenses 57, 279. 54 | 0 157, 279. 5 


0 $1, 648, 259. 


Total. .--. : ’, 737, 187. 92 
Add: Decrease in work-in-process inventory: 
Inventory, July 1, 1952 $557, 435. 70 
Inventory, June 30, 1953 464, 021. 86 


Total - 


Other costs 
General expenses, Cuba 
Salaries and wages 
Supplic 
Other 
Administrative expense, New York 
Management fee 
Loading and handling finished product 
Self-insurance 


Total 
Less: Increase in finished-product inventory: 
Inventory, July 1, 1952 $931, 205. 50 
Inventory, June 30, 1953 1, 767, 755. 66 | | 
. | (836, 550. 16 836, 550. 
Total other costs, net 598, 442. 13 
Total costs exclusive of amortization | 9, 429, 043. 89 
Excess of income over costs exclusive of amorti- 
zation 2, 535, 399. 86 
Amortization cost 168, 116.67 | 2,616, 463.08 | 2, 784, 579. 7! 2, 784, 579. 75 


Excess of total costs over income. -- j Git ain heted 249, 179. 89 


Haepansion and research 


In spite of the commanding first call for rehabilitation, operation, and 
production, expansion and research have been given increasing attention and 
effort from the beginning of the restoration. 

Out of this has come 3 important decisions, the first 2 of which are in execu- 
= and the third is awaiting the final developments. These were— 

To establish a process development plant at Nicaro for thorough investi- 
nas of the utilization of lateritic ores. It evolved from plans for a pilot 
installation to test phases of the process improvements. The finished plant 
cost $575,000. 

2. To undertake research aimed at product improvement and economies in 
production, 

3. To expand the capacity of the metallurgical plant by 75 percent. 

These decisions, particularly the last two, have influenced the letter contract 
with the Nickel Processing Corp. 

Under its original terms the operator was obligated to propose and the Gov- 
ernment to take an acceptable lease within 11 months after full operation had 
begun. This clause became operative July 16, 1952, with reactivation of the 
last tier of reduction furnaces. 

Almost simultaneously the General Services Administration proposed an 
amendment to the letter agreement by which research would become a specific 





auty of the contractor. The amendment was accepted. It was aimed especially 
at product improvement although other research targets were within its general 
ntent. The revision provided for no increase in fee for the operator. 

Shortly thereafter the General Services Administration and the Defense 
Materials Procurement Agency, acting in concert, began to examine Nicaro as 
a potential source of a larger volume of nickel. This study led to a decision 
u mid-December 1952 for a 75 percent expansion. Its execution was made con- 
tingent upon the proving of sufficient ore reserves to feed an expanded plant, 
the technical and economic value of the process in use at Nicaro compared with 
ther processes, a continuing shortage of nickel, and the availability of con- 
struction funds. 

Meanwhile, the Government and the operator had entered into exploratory 
onferences to tind out whether an acceptable lease could be negotiated in view 
ff the probable expansion. Finally, however, General Services Administration 
-oncluded that, with nickel still in overall stringent supply, a lease would be 
ontrary to the public interest. This decision rested upon considerations 
wholly separated from the acceptability of any lease proposal reasonably in 
rrospect. 

The basis of this reasoning was largely the fact that an expansion would 
replace known costs with imponderable costs. The unpredictables would occur 
luring the expansion, in view of its uncertain effect on the present operation, 
and in the operation of the expanded plant. The costs of an improved product 
ikewise could not be fastened down at the time. Moreover, there was a distinet 
probability that as long as the Nicaro product continued to be nickel oxide powder 
the output of at least the expanded capacity would move into the national 
stockpile. Thus, in effect, an expanded plant would be producing in a major 
degree directly for the Government’s account. 

In these uncertainties, the General Services Administration amended the 
original letter contract to extend the management fee arrangement through the 
ife of the agreement. By the amendment the contractor and the Government 
alike were released from the lease obligations of the original contract. The 
revision extended the management fee operation, left both parties free to pro- 
pose a lease, and added incentives to the operator's fee. Other provisions 
spelled out an expanded research program, discussed in detail later, for an 
aggressive attack on the problems of improving the product and reducing 
operating costs. 

As one of the new incentives, the contractor is receiving an additional fee of 
one-fourth cent a pound for the nickel-cobalt production. It was designed to 
‘compensate the contractor for greater research effort. The basic fee of 1 cent 
a pound for nickel-cobalt oxide remained. 

It became, in effect, a base for a scale of fees designed to encourage the con- 
tractor to put the finished product in superior forms. When the original fee 
was devised oxide powder was the expected product. While it has attained 
acceptance in the steel industry, the range of usefulness is narrower than for 
oxide in sintered or briquetted forms or for nickel in metallic form. Solid forms 
reduce the risk of loss in steel furnaces. Moreover, both sintered oxide and 
metallie nickel are preferred for stockpiling. 

For these reasons the contractor may now claim a progressively higher fee for 
turning out a product in progressively higher form. The new scale: 1 cent a 
pound for powder, 1% cents for sintered oxide, and 2 cents for metal. 

So far the contractor has not realized upon the new product scale. But with 
the recent perfection of a sintering process, construction of a sintering plant is 
underway at Nicaro at an estimated cost of $757,000. It is expected to be in 
operation at the beginning of 1954. 


Contributions 


In carrying out its responsibility for Nicaro the General Services Administra- 
tion has had cooperation from many quarters, in this country and in Cuba. 

Chief among the contributors has been the Defense Materials Procurement 
Agency. After its organization in the fall of 1951 it gave its active assistance. 
In a very real sense the project has been a joint GSA—-DMPA operation. 

From its revolving funds DMPA advanced the last installments of capital 
needed to drive the rehabilitation through on time. The same funds have fur- 
nished operating capital for the mines and the plant (see table 2). Moreover, 
DMPA presently has in progress systematic explorations for additional ore 
reserves for an expanded operation. The Bureau of Mines of the Department 
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of the Interior is giving the survey technical direction as well as experimenting 
with the problem of producing nickel metal. 

Other Federal agencies which have materially aided in the project include the 
Munitions Board, National Security Resources Board, Defense Production Admin 
istration, and Office of Defense Mobilization. The last two threw their weight 
into the struggle to reactivate Nicaro when there was imminent danger of serious 
delay. 

In this connection the Department of the Navy made outstanding contributions. 
By air ferry, it moved badly needed supplies from Norfolk, Va., to Nicaro, 
Supplies also were loaned from its stocks at the Guantanamo Naval Base. The 
Navy also alleviated a troublesome housing problem by recommissioning a moth- 
balled barrack ship and laying it into Levisa Bay where Nicaro fronts on Atlantic 
waters. With construction and operating crews at work at the same time in the 
final rehabilitation stage, Nicaro community had become overcrowded. 

The Department of State has been a constant source of advice and assistance. 
Its helpful counsel has contributed to the solution of the many problems to be 
expected in a unique international operation of Nicaro’s character. The Depart- 
ment, through the American Embassy at Habana, has been a direct channel for 
communication and consultation with the Government of Cuba. 

The Republic of Cuba has been most generous with its Cooperation, by tax relief 
and by participating in phases of the project. This assistance reflects nickel’s 
strategic value to the free world as well as the Cuban National Government's 
recognition of the nonprofit, noncommercial aspects of the project while its per 
manent position in the Cuban economy is being ascertained. 

Tax relief has been furnished in the form of a customs decree issued in April 
1951 and a tax decree of May 1953. The first, effective from early in the 
rehabilitation, has released the United States from import duties on materials 
and supplies delivered for its account at Nicaro, The more recent decree applies 
to internal taxes. Both represent material contributions to the project by 
exempting it from taxes which would otherwise be payable by the United States 
Government. 

In addition, the Cuban Government has arranged post office and customs 
facilities at Nicaro and borne nearly half the cost of an all-weather road con 
necting the plant with Mayari, the nearest Cuban town. The National Govern- 
ment, moreover, has opened its public lands for ore explorations. 

Private industry—Cuban, Dutch, and American—was instrumental in executing 
the task. Cuban labor has added its cooperation. 

In addition to the work of the prime contractors and their labor forces, the 
project has had the cooperation of the United Fruit Co. and Bethlehem Steel 
Co., which own neighboring installations. They have been particularly helpful 
to the ore explorations. Bethlehem, which holds substantial reserves for their 
iron as well as nickel content, loaned aerial negatives of the area and thereby 
saved the United States the cost of new photography. 

sy recommendations in its industrial survey report aimed at raising plant 
efficiency, Freeport Sulphur Co. likewise contributed to the project’s advance- 
ment. The report was delivered ahead of schedule, and Freeport returned to 
the Government $12,703.62 of its fee of $75,000, retaining only out-of-pocket costs. 

The project has benefited, moreover, from the special experience, high skills, 
and forward-looking policies which the contracting firms brought to their work. 
Snare has long been a builder in Cuba. Its labor policy makes full use of 
Cuban capabilities, in professional as well as work requiring lesser training. 
The Nickel Processing Corp. has employed the full talents which its international 
Cuban-American ownership has made available. 

National Lead Co., owner of the majority interest, has demonstrated its diversi- 
fied metallurgical experience by the steady expansion in recent decades of its 
interest in metals other than lead. An example is the company’s operations at 
Fredericktown, Mo., where the ore contains nickel, cobalt, and copper, as well 
as lead, and the proeessing thereof requires broad metallurgical experience. 

Uncommon metals in which National Lead has had production experience are 
antimony, zirconium, and uranim. The company produces iron in the form of 
magnetite and operates a full-sized commercial plant for the production of tita- 
nium, Produced in limited quantities a few years ago, it is the most widely ac- 
claimed new metal of the present era. This emphasis on exploring the produc- 
tion and use of such materials, unknown or unwanted until recently, testifies 
to National Lead’s metallurgical enterprise. 
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With this help the General Services Administration was able to reactivate the 
plant on schedule and bring it to full operation. Asa result, Nicaro has had an 
uninterrupted operation at an increasingly high level of productivity. 


PERFORMANCE FOR THE FUTURE 


Nicaro is today a going operation. 

It was reactivated on its original schedule, and it has been producing nickel 
with greater efficiency ever since. 

The degree to which the recommendations of the Preparedness Subcommittee 
have been carried out is set forth below. Performance, insofar as practical yard- 
sticks are available, has been measured or appraised in the light of the sub- 
committee report. 

The first operation, spanning 40 war and postwar months (1943-47), has pro- 
vided a convenient means for measuring the present performance. In fact, in 
view of the worldwide lack of other documented experience with the novel task 
of extracting nickel from lateritic ores, Nicaro’s first run is also the only available 
yardstick. 

Fortunately, in fact, the first venture, a wartime project of emergency char- 
acter, has been ably and thoroughly described. <A report, Review of the Nicaro 
Nickel Project, Was completed in January 1948, a year after the shutdown, for 
the Office of Defense Plants which had primary responsibility for the opera- 
tion. It was written by the project’s principal and senior engineers, Henry A. 
Tobelmann and Harry L. Morgan, and runs to one-hundred-and-sixty-odd type- 
written pages. 

As the review makes clear, the project was beset in its first run by wartime 
shortages as well as by inexorable wartime demand for more nickel at whatever 
sacrifice and by whatever improvisation. As a result, the project was handi- 
capped at times from the lack of thorough preoperation investigations, inadequate 
engineering designs, and equipment failures. 

For this perspective-setting reason, operating data developed during the first 
and second runs may not be fully comparable. In any event they probably 
should be weighed in some degree to reflect the sizable difficulties which were 
encountered and to a large degree surmounted in the first operation. Whatever 
improvements are discernible in the second operation, by the same token, reflect 
the benefit of experience in the pioneer operation as well as the somewhat more 
moderate scale of the problems which have continued to surround the present 
venture at Nicaro. 


Production 


In the present operation, production has risen above the rate achieved in 1946, 
high year in the first run. This comparison is set forth in table 3. Actual per- 
formance for each month of full operation has been compared on an index basis 
with the average monthly rate necessary to reach the annual output recorded in 
1946. This rate has been given a value of 100 percent. 


TaBLE 3.—Production of nickel-cobalt at Nicaro, Cuba, from July 1, 1952, through 
June 30, 1953, compared with the average monthly rate of production for 1946 


P lucti 1946 monthly 
Month —_ — codeaaataanna 
(poun iaiceaeeeed 


ON kei tales a ’ bi , 991, 401 
\ugust ni barons : ‘ 1, S16, 64 
September __-- . 1, 887, 98S 
October . 2, 142, 422 
November-- ; , 437, 416 
December _--_-- , 509, 445 
January , 141, 835 
February ? ‘ 969, 731 
March___- 2 / . 475, 126 
A pril__-- sgl : , 048, 534 
May : ; : 379, 773 
June ___. Ax , 357, 935 


Actual production in 1946 was 24,782,800 pounds of nickel-cobalt. The aver 
volume is 2,065,244. 
? Adjustment of February 1953 production to an average month increases the percentage to 103 





Recovery rates 

Another index pointing to improved efficiency is a higher recovery rate in the 
second run. This is shown in table 4 which compares monthly averages fo: 
1945-46 with July 1, 1952—April 30, 1953. 


TaBLeE 4.—Comparison of rates of nickel recovery at Nicaro, Cuba, for averay 
months in the 1st and 2d operation 


| 


sonics , . nme deiiceatasite tein detnanieny 


Item ist operation | 2d operatio 


Tons of ore mined. | 102, 495 | 103, 63 
Nickel content (dry basis), percent. - | 1.45 | 
Pounds of nickel to furnaces 2, 873, 056 | 
Pounds of nickel produced 2, 020, 031 | 
Overall nickel recovery rate, percent | 70. 31 | 


Cost comparisons 

Improved rates of production and recovery suggest that production costs ma) 
be less in the present operation. 

This conclusion is offered, of necessity, on a tentative basis in the absence of 
cost data which are exactly comparable in every respect. In any event, inflation 
in price levels since the end of the 1943-47 period would necessitate economi: 
adjustments to bring cost figures to a “real” dollar basis. Therefore, com 
parison derived from the wealth of data in the official report to the Office o' 
Defense Plants have limited usefulness. At best they are only rough measure 
ments. 

One example is the reported cost of 24.3 cents a pound for the nickel-cobalt 
produced in 1945, the first operation’s “best year,” according to the report. This 
figure covered only Cuban operating costs. 

In the present operation, the Cuban costs believed to be most nearly con 
parable amounted to 29.497 cents a pound for the 12 months of full operation 
This is the manufacturing cost less ore royalty, management fee, pilot-plant ex 
penses, and administrative expenses in the United States. Neither figure, of 
course, includes capital charges of any kind. 

To the extent that these cost figures are comparable, they show the cost per 
pound for the present operation higher than the first by 22 percent. However 
base wage rates and the cost of the major raw materials have increased by 
equal or larger percentages since 1945, according to information from the Nicke 
Processing Corp. With the differences in data and in economic conditions take! 
into account, there is good reason for an opinion that production costs are lower 
in the second operation. 


Research program 

In accordance with the recommendations of the Preparedness Subcommittee 
the General Services Administration has underway an intensive research attack 
on the production problems at Nicaro. The results already are improving the 
operation. 

In its major aspects, the program is being carried out by the contractor, Nicke 
Processing Corp., in direct association with its operation of the mines and plant 
The project also has had research assistance and support from the Bureau ot! 
Mines and industrial consultants in the United States and Canada. 

The broad objectives are increased production, lower operating costs, recover) 
of useful byproducts, and the improvement and diversification of the present end 
product. The operator’s research efforts are going forward simultaneous]) 
at Nicaro and Niagara Falls, N. Y., with some tests being undertaken at Fred 
ericktown, Mo. At Nicaro the process development plant is currently being used 
to test the Caron process of nickel-cobali extraction and separation. It will serv: 
also as a testing unit for plant and product improvements initially explored 
in a metallurgical research laboratory at Niagara Falls. 

In the search for product improvements, the program already has yielded 
tangible results of high value. By perfection of a process for sintering nicke 
oxide powder, a foundation has been laid for converting Nicaro’s outgoing 
product to the long-desired solid form on a commercial basis. Laboratory produc- 
tion of nickel ingots meeting commercial standards points to the eventual market- 
ing of metallic nickel as well. 





21 


Nickel oride sinter.—As a result of the development of a satisfactory process 
for producing sintered oxide, equipment is on order, ground has been broken, 
and a sintering plant is expected to be in operation at Nicaro by January 1954. 
A sintered product will have much greater acceptance and utilization than the 
powder. This research achievement constitutes a major forward step in product 
improvement. 

Nickel metal.—Production of nickel in metallic form will further broaden the 
market for the Nicaro output. Metal ingots also are particularly convenient for 
handling, shipping, and storing nickel. 

The first phase of the metallic research program has been satisfactorily con- 
cluded. A series of melts has produced ingots containing 98.5 percent nickel plus 
cobalt, 0.90 percent iron, 0.05 percent carbon, and 0.02 percent sulfur. This 
analysis is well within the stockpiling specifications and except for the iron 
would be equal to or better than that guaranteed for electrolytic nickel. Work is 
now in progress to obtain factual economic data by which to estimate the capital 
and operating costs in full-scale production. 

Nicaro nickel also has been smelted into sample ingots of satisfactory grade by 
the Pittsburgh Metallurgical Laboratory of the Bureau of Mines and by the 
Quebec Metallurgical Laboratory. The Bureau research is aimed at the pro- 
duction of the metal from nickel carbonate which, in the Nicaro process, precedes 
by one step the outturn of nickel oxide. 

Electrolytic nickel.—Electro-refining of Nicaro nickel has been studied with 
considerable success. The research has employed carbon anodes and various 
purified electrolytic baths derived from both the oxide and carbonate. This pro- 
gram is to be expanded by using cast nickel anodes and a continuous electrolyte 
refining system which should assure a uniform product of high purity. The costs 
of the various feasible methods will then be compared. 

Process development plant.—The Caron process study is aimed at the improved 
extraction of nickel and cobalt and the separation of these metals through special! 
handling of the ammonia-carbon dioxide leach solutions. Separate cobalt re- 
covery, however, still presents numerous difficulties. 

Considerable progress has been made in testing the use of a pilot rotary kiln 
to reduce the metal in the ores. Preliminary results indicate that a high per- 
centage of the metal in the ore is converted to extractable form—the first step 
toward improved recoveries, increased production, and lower operating costs. 

Another interesting outgrowth of the rotary kiln experiments is the possible 
use of Cuban asphalt as a fuel for reducing the nickel in the ore to soluble form. 
However, further research will be required for a firm determination in this field. 

Another important result under engineering evaluation is the determination 
that higher recoveries of nickel can be obtained if the ore is first divided into its 
separate types, known geologically as serpentine and limonite fractions, with 
the separate reduction of each fraction. This would increase the grinding 
capacity of the plant as the limonite fraction requires much less pulverizing. 
Any increase in grinding capacity or recoveries would materially improve 
production. 

In addition to continuing the studies described above, future plans include an 
expansion of laboratory research at Niagara Falls and the greater use of the 
process development plant at Nicaro as a testing unit for plant improvements. 
The laboratory and the test unit are being brought into close liaison to assure 
maximum effective small scale pretesting of research discoveries. 

Production program.—A further reduction in operating costs is being sought 
by a comprehensive research plan which is being developed and gradually put 
in operation. It is concerned primarily with increasing through-put, effecting 
processing economies, and production of a purer end product. Long-range plans 
call for improved nickel and cobalt recovery and further work on plant tailings 
#s a source of iron. 

Some of the immediate results of process improvement research, which have 
reached the engineering evaluation stage, relate to ore separation, ore grinding, 
and reduction roasting of separate ores. 

Laboratory research program.—Small-seale research on process and product 
improvement as well as product diversification is now being centered at Niagara 
Falls. This location enhances accessibility to technical literature, laboratory 
supplies, special research and analytical services, consulting aid from specialists, 
and cooperative help from other research laboratories, particularly those con- 
cerned with the utilization of nickel. 

One of the first projects will be the systematic study of optimum leaching 
techniques in conjunction with metal purification and separation. The program 
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ultimately will include orderly experimentation in every approach to the eco 
nomical processing of Cuban laterites as well as a complete study of product 
improvement and diversification in relation to industrial use and requirements. 

Tron ore: Nicaro byproduct.—By an interesting metallurgical twist, Nicaro 
ores are being processed for the nickel and cobalt content. Yet iron is the prin- 
cipal metal they contain, Not far from Nicaro, for instance, the Bethlehem 
Steel Co. owns and intermittently mines iron ore from its own large reserves. 

In fact, the overburden which blankets the most desirable ores now being 
fed into Nicaro is particularly heavy with iron, and it is bulldozed aside and 
saved for possible future use. The nickel content is extremely low. 

Below the overburden, however, are the Nicaro ores in layers of limonite 
(generally, 1.25 percent nickel, 50 percent iron, with a trace of chromium) and 
altered serpentine (1.8 percent nickel, 12 percent iron). Obviously, the Nicaro 
plant handles, by weight, far more iron than nickel. The tailings which are 
spilled from the plant are rich in iron content and could be readily used in making 
iron but for the remnants of unrecovered nickel and other metals, particularly 
chromium. Economically classed as impurities, their presence prevents economic 
use of the tailings. 

Considerable preliminary work has already been carried out on the beneficia- 
tion of Nicaro tailings. In spite of the special problem presented by metallic 
impurities, one of the most promising approaches to the use of the tailings as 
a source of iron is as a blending agent with low-grade iron ore. Economic utiliza- 
tion will be simplified as nickel and cobalt extraction is improved and if a prac- 
tical method for leaching out the chromium can be developed. Long-range plans 
include a sustained study of this problem. 

The research program, in all its aspects, is expected to have continuing value. 
Its primary usefulness, of course, will come from the anticipated development 
of the improvements necessary to assure commercial operation at Nicaro. The 
research targets, in reality, however, are broader than Nicaro. 

Successful solution of the many problems connected with the Government 
installation in Oriente Province should prove rewarding in the profitable utiliza- 
tion of iron, nickel, and cobalt ores elsewhere in Cuba. At still longer range, 
the results will bring nearer to commercial usefulness the known large reserves 
of similar lateritic ores in other parts of the world—Brazil, Venezuela, Indonesia, 
and the Philippines. 

Bharpansion 

The Preparedness Subcommittee set the expansion of Nicaro as a secondary, 
long-range goal for consideration after reactivated operation was assured. 

In consequence, the decision to expand came late in 1952. Its execution, how- 
ever, is subject in part to the availability of ore and the suitability of the process. 
The Defense Materials Procurement Agency had the responsibility for the deter- 
mination of these particular contingent factors, and they are now being resolved. 

Ore explorations have enlarged the total reserves at Nicaro to approximately 
34 million tons, including the remaining Nicaro Nickel Co. deposits at an esti- 
mated 19 million tons. Originally, the expansion target was about 26 million 
tons. The survey has proved upwards of 15 million tons with a reasonable likeli- 
hood that 3 million tons will be added to the overall supply from which an 
expanded plant can be fed. 

Meanwhile, three alternative processes of known or potential value in treating 
Cuban ores are being examined in a comparative study for DMPA. The Battelle 
Memorial Institute of Columbus, Ohio, was retained for the task. Its survey 
embraces processes which utilize nitric and sulfuric acids as well as the ammonia 
leaching process. The latter, of course, is in use at Nicaro and is the only one 
which has had full scale use with the Cuban ores. The institute report is 
expected soon. 


Future of Nicaro 

The plant is now in full operation; its efficiency is being steadily improved. 

In spite of manifold difficulties in obtaining materials and equipment, the 
plant was started on ts second run on January 31, 1952, in the month originally 
scheduled for the reopening. Full mechanical operation was achieved in mid- 
July 1952 with the completion of the stage-by-stage firing of the dozen huge 
Herreshoffs which form the plant’s battery of reduction furnaces. 

With the plant again in operation and under constant survey and experimen- 
tation aimed at higher productivity, the most pressing elements in the recom- 
mendations of the Preparedness Subcommittee have been executed. 
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The overall objective, of necessity, is still in the future. It is the permanent, 
profitable operation of Nicaro as a surefooted commercial venture. 

With reactivation a solid fact, efficiency on the rise, research in progress, and 
expansion under positive consideration, the subcommittee’s specific goals have 
been knit together into a comprehensive program for the development of the 
Nicaro nickel resources. In the ultimate, commercial operation will hinge 
largely on success with each of the several aspects of the broad program. By 
its design, it is intended to contribute to the utmost to the successful establish- 
ment of Nicaro as a sound private enterprise. This is where the program for 
Nicaro stands today. 

With the achievement of the ultimate goal, the United States and Cuba would 
have an asset of great, continuing value not only in the utilization of the ores 
appurtenant to Nicaro, but also in the development of the island republic’s 
latent resources of other valuable ores. 

In those circumstances, Nicaro would be serving the best interests of both 
nations in peace as well as in the stress of war, defense mobilization, and inter- 
national emergency. This is the place which Nicaro should occupy in the 
economy of the Western Hemisphere, and the program now in its career at 
Nicaro is directed toward that goal. 


CONSTRUCTION OF NICARO 


Mr. Thomas. You may proceed, Mr. Pinkley. 

Give the committee a quick rundown of the highlights. 

Mr. Pinkiey. The plant was operated by the Nicaro Nickel Co., a 
subsidiary of the Freeport Sulphur Co. under the supervision of the 
Metals Reserve Division of RFC. They operated it for 40 months and 
closed in March of 1947. They produced approximately 63.5 million 
pounds, 

Mr. TrHomas. Why was the plant built in the first place? 

Mr. Pinkiey. Because of the shortage of nickel at that time for 
the war effort. 

Mr. Mansvre. It was built during World War II. 

Mr. Prnkiey. That is right. 

Mr. Tuomas. Well, that was a pretty compelling reason. 

Go ahead. 

PRODUCTION DURING WORLD WAR II 

Mr. Pinkiey. They produced approximately 63.5 million pounds 
of nickel which was sold to industry. There was no stockpile as I 
understand it at that time. 

Mr. THomas. Who set up the engineering design to produce that 
amount per year’ It operated for 5 years and 3 months, as |] 
understand it, and produced about what amount ? 

Mr. PINKLEY. 63.5 million pounds of nickel. 

Mr. Tuomas. About one-third, or about 50 percent on an annual 
basis of what it was set up for? 

Mr. Pinkiey. The best year was 24.8 million pounds. 

Mr. Tuomas. Go ahead. 

Mr. Prnxiey. The design was initiated and arose out of a pilot- 
plant operation in Texas operated by the Freeport Sulphur Co. This 
pilot plant was a 50-ton a day plant which indicated a maximum 
capacity of 31 million pounds per vear. The plant has never produced 
31 million pounds per vear. In fact, the normal capacity, as indicated 
by the best we have been able to do, is approximately 28 million. It 
has an actual ore capacity of 3,600 tons of ore per day. We are operat- 
ing in excess of that capacity at the present time, although we can- 
not continuously do that without high grading or without the plant 
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suffering from a maintenance standpoint. We are doing it because 
of the tremendous urge to get additional nickel at this time. 

Mr. Tuomas. What was the or iginal cost of this plant? 

Mr. Prnxtry. Approximately $32.5 million. 

Mr. THomas. What was the first estimate on the cost of it? There 
was an overrun in the construction of it. 

Mr. Pinkiey. I do not have those figures, sir. 

Mr. Tuomas. As well as I remember, that first estimate was in the 
neighborhood of around $20 million or $21 million, and it cost ulti- 
mately $32 million. 

Mr. Mansvre. $32,212,000. 

Mr. Tuomas. What was the first estimate? Around $21 million or 
$22 million ¢ 

Mr. Mansvure. I never heard that figure, Mr. Chairman. 

Mr. Tuomas. Go ahead. 

Mr. Lenman. I think it was $19 million which was the original esti- 
mate by WPB. 

Mr. Tomas. It was $19 million instead of $20 million ? 

Mr. Lenman. Yes, sir. 

Mr. Pinker. The plant was idle from 1947 to January 1951 when 
its rehabilitation was started, 

Mr. THomas. When was the plant closed down ? 

Mr. Pinkxery. It was closed down in March 1947. I understand 
that the Freeport Sulphur Co. wanted to lease the plant, but because 
of reductions in the price of nickel, it could not be operated eco- 
nomically. 

Mr. Tuomas. It was closed down in March 1947? 

Mr. Pinktey. That is right. 

Mr. Tuomas. When did General Services take it over ? 

Mr. Prnkiey. General Services took it over after the War Assets 
Administration had it. The War Assets Administration took it from 
RFC and transferred it to GSA in December 1949. 

Mr. THomas. Was it 1948 or 19497 

Mr. Pinkiey. 1949, although we did not take full possession. War 
Assets continued on a reimbursable basis to perform maintenance there 
until 1950. 

Mr. Tuomas. You took control of it in a standby condition, and 
then it was later reactivated by GSA ? 

Mr. Prnxiry. That is right. There was, however, very little main- 
tenance performed. The plant was reactivated and rehabilitated at 
a cost of approximately $12 million—a little over $12 million—bring- 
ing the total acquisition cost to almost $45 million. 


REACTIVATION OF NICARO 


Mr. Tuomas. When was the plant reactivated, and by virtue of 
what authority was it reactivated, and by whom ? 
_ Mr. Pingwey. As I recall it, a subcommittee of the Senate Armed 
Services Committee—the Preparedness Subcommittee—directed, be- 
~ause of the shortage of nickel and the Korean situation, that it be 
reactivated, and the Defense Production Agency authorized the funds 


for its rehabilitation. 
Mr. Tuomas. When? 
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Mr. Pinkx.ey. In late 1950. It do not know the exact date. How- 
ever, the reactivation started in January. It involved a rehabilita- 
tion contract. 

Mr. Tuomas. What amount of money was authorized to reactivate 
It! 

Mr. Prnxxey. I understand that originally $6 million was author- 
ized, and later that was increased to $10 million, and there was a sup- 
plement again which increased it to $12 million. 
~ Mr. Tuomas. In the Supplemental Appropriation Act for 1951 the 
Subcommittee on Independent Offices of the House Appropriations 
Committee wrote this language: 

For an additional amount for carrying out the strategic and critical materials 
stockpiling act of July 23, 1946, $598,637,370 of which not to exceed $14 million 
shall be available for transfer to the appropriation ‘ ‘Operating expenses” for the 
reactivation of industrial plants under the provisions of the National Industrial 
Reserve Act of 1948. 

, for that year you had $598,637,390 for stockpiling and $14 mil- 
lion a that was transferred for “Operating expenses for the indus- 
trial reserve,” of which Nicaro was a part? 

Mr. Pinker. That is correct. 

Mr. Tuomas. How did you use that $14 million in 1951? 

Mr. Pinxktey. It was used in the reactivation of Nicaro and in the 
reactivation of five standby magnesium plants. 

Mr. Tuomas. Give us a breakdown for the record of that $14 
million. 

Mr. Prvnxiey. Mr. Medley, I believe, would have to do that. I do 
not have those figures. 

Mr. THomas. Well, I will read it into the record. In the Third 
Supplemental Appropriation Act for 1951 the Independent Offices 
Subcommittee of the House Appropriations Committee carried in the 
hearings this chart. At that time you wanted to increase that $14 
million up to $25 million ? 

Mr. Prngiey. That is correct. 

Mr. Tuomas. For the same purpose? 

Mr. Pinkiey. That is correct. 

Mr. Tuomas. In the breakdown which you submitted to the sub- 
committee in justification of this $26 million there was submitted a 
table, and at this point in the record we shall make that table a part of 
these hearings. 
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(The table referred to follows:) 


Reactivation of industrial plants 


Original 

estimate of 

Annual ‘reactivation 
output (Public 
Law 843, 

SIst Cong.) 


Revised 
estimate of | 
reactivation) Increase 
(Jan. 22, 
1951) 


Product 


Pounds 


Tie Tinkal 0 ie ee { Nickel 25, 000, 000 1. bes 
Niecaro Nickel Co., Oriente, Cuba \Cobalt 1, 200, 000 j%5, , 000 | $13, 000, 000 $8, O00, (nx 


Short tons | 
Electro-Metallurgical Co., Spokane, | Magnesium 24, 000 2, 000, 4, 500, 000 2, FOO, (XK 
Wash. 
Diamond Magnesium Co., Painesville, do 18, 000 , 500, , 800, 000 300, 00 
Ohio. 


Permanente Metals Corp., Manteca, do 10, 000 , 000, , 100, 000 | 100, OM 
Calif. 

Ameo Magnesium Corp., Wingdale, do 5, 000 500, 600, 000 100, (0 
N.Y 


New England Lime Co., Canaan, do 5, 000 500, 500, 000 
Conn. 
Dow Chemical Co., Velasco, Tex do 36, 000 3, 500, 3, 500, 000 
Magnesium Reduction Co., Luckey, do 5, 000 (1) , 000, 000 | 1, O00, (4 
Ohio. 


Total ; , 000, 000 | 26, 000, 000 12, O00, (x 
| | 


! Not included. 


Mr. 'Tromas. I shall not go into the details, but you increased you 
original estimate for the activation of Nicaro from $5 million to $13 
million which was an increase of $8 million in the third supplemental 
bill; isthat correct ¢ 

Mr. Mepiey. That is correct. 

Mr. THomas. What did you do with that $13 million for Nicaro 
which was appropriated in the fiscal year 1951, and which was 
approved June 2, 1951? 

Mr. Meptry. Of the amount, Mr. Chairman, which was then made 
available, the final sum of $10,901,529 was used for the reactivation 
of Nicaro. 

Mr. THomas. I note in your justifications that you said you could 
take that extra $13 million and produce about 25 million pounds 
annually of nickel. What are your producing there now ? 


NICKEL PRODUCTION 


Mr. Prnkiry. In 1952 we produced, when we actually reached full 
operation in July 1952, 17 million pounds. Four furnaces started in 
January and we anne ed a little over 17 million pounds during the 
first calendar yea 

Mr. THomas. ice missed your estimate, then, by one-third; did 
you not ? 

Mr. Pryxtry. Yes, sir: on that basis. 

Mr. THomas. Rather, that is what your predecessors in office missed 
it. 

Mr. Prnxiry. The second year we produced something over 27 
million pounds. 

Mr. THomas. You missed it again; did you not ¢ 

Mr. Mepiey. On the good side; yes, sir. 
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Mr. Prnktey. In 1954 we produced 29,090,000 pounds. 

Mr. Tuomas. You missed it again; did you not / 

Mr. Pryxtey. We missed it and will continue to miss the rated 

capacity because it is not a realistic capacity. 

Mr. Tuomas. Is it going to be over or under your first estimate / 

Mr. Pryxiey. It is over. 

Mr. THomas. By approximately 5 million pounds / 

Mr. Prnkry. 5 million pounds approximately. 

Mr. Tomas. That is not too bad; is it / 

Mr. Prnxiey. I do not think so. It is significant also that in the 
first 40 months of operation the first operator produced 63.5 million 
pounds while in the first 40 months of our operation we produced 
“4 million pounds. 

During the first 40 months of the first operation during World War 
[1 we produced 63.5 million pounds. During that same period in the 
second operation—the current operation—we have produced 84 mil. 
lion pounds, totaling through June 30 approximately but not quite 90 
million pounds—over 89 million pounds. 


PRODUCTION COSTS AT NICARO 


Mr. THomas. Since you are producing now more than you antici- 
pated, if you were to put cost accounting to it on the basis of the world 
price of the metal, plus depreciation of your plant and maintenance 
and operation and so forth, how would it look from strictly a cost 
accounting basis? Of course, during the war it looked pretty bad as 
well as my calculation shows. It produced about 27 percent or paid 


no more than 27 percent I would say, as far as dollars and cents are 
concerned. However: vou have a certain amount of nickel which you 
would not have had without it. On that basis, there is another justi- 
lication, but on today’s commercial price of nickel is the plant losing 
money or is it bres iking even and if it is losing money, how much 4 

Mr. Pinxrey. Up through June 30, or actually during the first 40 
months of operation / 

Mr. Manscure. Mr. Chairman, could I interrupt a minute / 

Mr. THomas. Surely. 

Mr. Mansure. We would like to give this testimony off the record 
‘we could. 

Mr. THomas. Why? 

Mr. Mansure. Do you want to explain it, Mr. Medley / 

Mr. THomas. Off the record. 

( Discussion off the record. ) 

Mr. Mepiey. Off the record. 

( Discussion off the record. ) 


OWNERSHIP OF NICARO 


Mr. THomas. Where is the title of the plant at this time? 

Mr. Meptry. In the Cuban Nickel Co., sir. 

Mr. Tuomas. Is that a corporation / 

Mr. Mepiry. That is a corporation, the stock of which is wholly 
owned by the United States Government. 

Mr. Tuomas. Where is the corporation domiciled ? 

Mr. Meptey. In Cuba. 
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Mr. Tuomas. It is a Cuban corporation ¢ 

Mr. Meptey. Yes, sir. 

Mr. THomas. It is set up under the laws of Cuba ? 

Mr. Meptey. It is set up under the laws of Cuba; that is right. 

Mr. Tuomas. The stock is owned 100 percent by the United States 
Government ¢ 

Mr. Exiiorr. We have continued to maintain the operation and title 
to the properties. 

Mr. ‘THomas. What is the purpose in keeping the fiscal affairs tied 
up in the hands of the corporation rather umn let the title to it be in 
the United States Government ? 

Mr. Exxiorr. In order to avoid the complications which would 
ensue if the United States held title in its own name to property in a 
foreign country is the reason. 

Mr. Tuomas. Well, spell that out further. A lot of private citizens 
own property in foreign countries and I have heard about a lot of 
Americans who own property in Cuba. 

What is wrong with the Government holding title to it ? 

Mr. Exxiorr. I did not set that up, Mr. Chairman, and I am not an 
authority either on the civil law generally or in Cuba. 

Mr. Tuomas. Has anyone in General Services looked into it ? 

Mr. Exxtorr. Yes, sir. 

Mr. Tuomas. Apparently there is some good reason, or there was 
some good reason when it was declared surplus. 

Mr. Exuiorr. As I understand it, sir, we are running in effect a com- 
mercial-type operation in Cuba. It is better for the Government. 

Mr. Tuomas. It is better for the Government not to do it; is that 
the answer ? 

Mr. Exxiorr. Well, it is better not to have the United States Govern- 
ment subjected to the sovereignty of Cuba in connection with its opera- 
tion. 

Mr. Tuomas. That is what we are talking about when we are talking 
about the Government. I think that is a good and sufficient reason 
right there; is it not ? 

Mr. Exxiorr. Yes, sir. 

Mr. Osrertac. Mr. Chairman, may I ask this question right at that 
point? 

Mr. Tuomas. Yes. 

Mr. Ostertac. Certainly, the Cuban Government knows that the 
United States Government actually owns this plant. 

Mr. Exxuiorr. That is correct. 

Mr. OsrertaG. Therefore, it is not a case of deceiving or hiding 
because it is a known fact. 

Mr. Exxiorr. It is not a matter of hiding; it is a matter of not having 
the sovereign Government of the United States in its own name being 
subject to the laws of the Republic of Cuba. 

Mr. Tuomas. Do you get the distinction ? 

Mr. Pinker. The State Department, as I understand it, was instru- 
mental in working this out with RFC at the time the arrangements 
were made for the plant. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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COST OF NICKEL PRODUCED AT NICARO 


On a capital cost of $47,011,601 you are producing nickel oxide after 
paying all operating expense, maintenance costs, and everything except 
interest for about 49 cents a pound, and the world-market price during 
this year was about 54 cents; was it not? 

Mr. Prnxtey. 59.75 cents. 

Mr. Tuomas. That $49 million plus covers the original cost of $32.5 
million plus the standby cost for the period when it was in a standby, 
plus the $13 million which was given to the General Services Adminis- 
tration in fiscal year 1951 for the rehabilitation and expansion of the 
plant ? 

Mr. Prnkiey. Yes, sir. 


ELEMENTS OF COSTS OF OPERATIONS 


Mr. Tuomas. What are your elements of cost ¢ 

Mr. Pinkey. In addition to the total cost, amortization of the capi- 
tal investment, amortization of the startup expense which has been 
totally repaid in the amount of $1,207,000-—— 

Mr. Tuomas. Gentlemen, if you will excuse us for a while, the full 
appropriations committee is meeting in a few minutes and we will have 
to suspend this hearing until the other meeting is over. 

Mr. THomas. The committee will please come to order. Mr. 
Mansure. 

Mr. Mansvure. During the recess we discussed this, and we felt that 
the best approach to it would be to give the committee the complete 
information on these costs, and then let you use your judgment as to 
what releases should be made. 

Mr. Tuomas. Yes, that is what we want. Let us have the costs 
itemized. 

Mr. Mansure. Now, Mr. Medley, will you report on that ? 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Prnxiey. By Cuban Presidential decree we are exempted from 
all import duties for materials that go into the production, rehabili- 
tation, or maintenance of the plant, and all of the principal taxes. 
We pay a few beneficial taxes, that is, the retirement tax for laborers 
and such as that. They are not heavy. We also pay a labor rate at 
approximately 4 or 5 cents over the prevailing rate in that part of 
Cuba. Most of that prevailing rate is for sugarcane workers, workers 
of the nonskilled type. 

At the last union negotiation we had 124 demands made from Cuban 
labor, and we finally settled for 3, and we have been able to main- 
tain extremely good relations. 

Mr. THomas. What is the total employment at the plant? 

Mr. Prnx.ey. 1,930 on operations. 

Mr. Tuomas. What part of this labor is Cuban labor, Cuban na- 
tionals ? 

Mr. Pinxxey. I would say 95-percent plus. 

Mr. Mansvre. Yes. 

Mr. Pinkiey. We cannot employ an American for anything where 
there is a Cuban available. 
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LABOR COSTS 


Mr. Tuomas. What is the average wage you pay / 

Mr. Pinkiey. For common labor we pay around $3 a day. For 
skilled labor, we pay from $5 to $7, depending on the degree of skill. 

Mr. Tomas. Go ahead. 

Mr. Pinker. If this plant is to become a commercial operation on 
a paving basis, and this is my personal opinion, I do not believe that 
they could operate commercially and pay taxes and the import duties 
that would be charged. Taxes would be piling one on the other in 
Cuba. 

AMORTIZATION OF PLANT 


Mr. Tuomas. Do you think that if this plant is maintained and op 
erated for the next 10 or 15 years, under your present production costs, 
do you think that you can ever amortize this plant and get your money 
out of it 

Mr. Pinkiey. Our amortization is based on a 17-year life, that was 
predicated on the life of the then known ore bodies and ore sources, 
and based on the total plant amortization of the total plant, plus all 
other capital expenditures, including rehabilitation, a total of 
$47,011,000 in 17 years, the premise being that when the ore is ex- 
hausted the plant would have no further value. 


MANAGERIAL COST OF NICARO 


Mr. Tromas. Now, let us go into another phase of it, and that is some 
of your specific elements of cost. LT want to talk about your managerial 


cost, and | want to talk about your cost of the metal—I mean the cost 
of your ore. How do you pay for it, and what is the unit cost, and 
What is the quantity of it? First, what about your managerial cost. 
and who is your prime contractor / 

Mr. Ptnkiry. The prime contractor is the Nickel Processing Corp.. 
a subsidiary of the National Lead Co., which owns 74 percent of the 
stock in the Nickel Processing Corp., 26 percent of the stock of which 
is held by Cuban interests, It is under the general supervision of a 
vice president of the National Lead Co. 

Mr. THomas. You say the Nickel Processing Corp. ? 

Mr. Pinkxury. Yes, sir; that is right. 

Mr. Tuomas. That is your prime contractor? 

Mr. Pinkxiey. That is right, sir. 

Mr. Tuomas. What do you pay them ? 

Mr. Pinxiey. We pay them 1 cent a pound for each pound of nickel 
oxide produced, or for the content of metal contained, in nickel oxide 
produced, and a half of a cent a pound for sintering of the oxide, and 
a quarter of a cent a pound for research and development, and 2 mills 
for selling, distributing, and working out the sales arrangements with 
the various steel mills. That is only on the amount which is sold by 
industry. We pay them on sales but not for that which goes to the 
stockpile. 

Mr. Tuomas. What did that fee amount to last vear? 

Mr. Pinkiey. Do you have those figures, Mr. Medley ? 

Mr. Meprry. If it is on production, the management fee was 
$399,860.66 in fiscal year 1955. 
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Mr. Yates. You say $399,860 was paid? 

Mr. Meptey. Yes. 

Mr. Yares. Mr. Medley said “if it is.” 

Mr. Mansvure. That is the management fee. 

Mr. THomas. How much was it ¢ 

Mr. Meptey. $399,860. 

Mr. Tuomas. What does that cover now ? 

Mr. Mansvre. That covers all of the things Mr. Pinkley itemized 
just a moment ago. 

Mr. Pinkxtey. That is right, managing cost, research and develop- 
ment. 

Mr. Tuomas. No; that is the fee you pay the National Lead Co. for 
managerial cost. 

Mr. Prnxuey. We pay that fee to the Nickel Processing Co. We pay 
no fee to the National Lead Co. The National Lead Co, is the parent 
corporation. 

Mr. Tuomas. Which is the actual manager of the plant 

Mr. Pinxiey. The Nickel Processing Corp 

Mr. THomas. Which is a subsidiary of the National Lead Co. ? 

Mr. Prnxtey. That is right. 

Mr. THomas. What does the Nickel Processing Corp. do for this 
$400,000 fee ? 

Mr. Pinker. They have the complete operation of it, the super- 
vision of the complete operation, the sale and distribution of the entire 
product and of the subsidiary operations, the procurement of material 
and supplies. 

Mr. Yates. That is not true, as I see your chart. It says the Nickel 
Processing Corp. is owned by the National Lead Co. only in this re- 
spect : It says in April 1952, through voluntary transactions, the Duteh 
interests sold, and at present a substantial m: jority interest is held by 
National Lead Co. It does not say anything about the Cuban interests. 

Mr. Prvxtey. I stated the National Lead C 0. owns 74 percent. 

Mr. Tuomas. Let us get this straightened out. What is the connec- 
tion between the National Lead Co. and the Nickel Processing Cor p.! 

Mr. Pinxiey. The National Lead Co. owns the majority interest in 
the Nickel Processing Corp. ; it owns 74 percent of the stock. 

Mr. Mansure. And the Cuban interests own 26 percent. 

Mr. Tuomas. What does the Nickel Processing Corp. have in the 
way of managerial ability that a, b, c, d, or e company did not have? 
How did you come to employ the Nickel Processing Corp.? What did 
they have to offer that made them preeminent in this field? Had they 
had any experience in this field ? 

Mr. Prvxtey. No, sir; the only one that had experience in this field 
was the Freeport Sulphur Co. 

Mr. Tuomas. What did you pay the Freeport Sulphur Co. / 

Mr. Prvxtey. I do not have the fee on that. That was vatare we 
had anything to do with the plant. 

Mr. Tuomas. But you certainly ought to know what you paid them 
before. Before you made a contract with somebody else you should 
have known what their predecessors received for their services. 

Mr. Meptry. The Freeport Sulphur Co. operated the facility 
through its subsidiary known as the Nicaro Nickel Co., and they re- 

ceived a fee of $516,843. 

Mr. THomas. That is, per year / 


66579—55 3 
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wn Meptey. No; during the life of the operation during: World 
ar II. 

Mr. Tuomas. That was only about $150,000 a year, then. 

Mr. Meptey. It covered a period of 40 months. 

Mr. Tuomas. It is about $150,000 a year, then. 

Mr. Meptey. Yes; that would be close to it. 

Mr. Tuomas. Reasonably close? 

Mr. Mepiry. Yes, sir. 

Mr. Botanp. And this $400,000 fee which the Nickel Processing 
Corp. received was for 1 year’s management fee ? 

r. Mepiry. Yes; and we pay a very sizable amount in royalty—— 

Mr. Botanp. In the case of the Freeport Co. for the mining of their 
metal, what did that amount to last year ? 

Mr. Meptey. $2,106,424.93. 

Mr. Mansvre. To the Freeport Sulphur Co. 


SELECTION OF NICKEL PROCESSING CORP, AS MANAGER 


Mr. Tuomas. We will go into that angle of it in a minute. That 
comes under the question of royalty for the ores. We are talking 
purely about management now. Your predecessors in management 
paid the Freport Sulphur Co. about $150,000 to manage the plant, and 
now here comes the General Services Administration paying the 
Nickel Processing Corp. about $400,000 a year for doing the same job 
that the Freeport Sulphur Co. did for $150,000 a year. How did you 
come to pick this Nickel Processing outfit to do your management? 
What did they have that made them stand out as superior over and 
above anybody else for doing this job ? 

Mr. Mansvure. As it was explained to me by my predecessor 

Mr. Bo.anp (interposing). When did the Nickel Processing Corp. 
come into the picture? When did they take over the operation and 
management of the nickel plant, in what year ? 

Mr. Mansvre. In 1951. 

Mr. Botanp. That was before you came into the GSA ? 

Mr. Mansure. Yes. 

Mr. Meptey. The date was January 15, 1951. 

Mr. Botanp. Excuse me for interrupting. Thank you, Mr. Mansure. 

Mr. Mansvre. This is the way it has been explained to me, and I 
can verify it. When they started to reactivate the plant Mr. Larson 
thought that it was appropriate that the same people who were the 
previous operators would carry on this operation. For some reason 
or other they could not do it, probably due to the fact that they dis- 
covered these new sulfur deposits in the gulf area and they devoted 
themselves to those, or they were completely occupied with their own 
operations and were financially committed otherwise, but the Dutch 
interests came into it, the Billiton Co. 

Mr. Tuomas. Who is Billiton now ? 

Mr. Mansvre. That is the Dutch interests. 

Mr. Tuomas. Are they the same as the Nickel Processing Co. ? 

Mr. Mansvre. No. 

Mr. Yates. They were the predecessors of the Billiton Co. ? 

Mr. Mansvre. Yes; the predecessors to them. It was also explained 
to me that they tried to get a further company or companies that 
might have any knowledge of this type of operation interested in it. 
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One of those was the American Smelting & Refining Co. What was 
the other ¢ 

Mr. Pinkiey. The other was Eagle-Picher. 

Mr. Mansurr. Yes; Eagle-Picher, and I think there were four of 
them all told. 

The Freeport Sulphur Co. turned it down, and the Billiton people 
were in there for about 7 months. 

Mr. Pinkiery. Yes, sir; that is correct. 

Mr. Tuomas. As operators ¢ 

Mr. Mansvure. Yes. 

Mr. Tuomas. Under whom ? 

Mr. Mansvure. Under GSA. They were in 1950 with National Lead. 

Mr. Tuomas. Were these people, the Billiton people, in there after 
GSA reactivated the plant ? 

Mr. Mansvure. Yes; this was in 1951, and they were there in 1950 
with National Lead. 

Mr. Tuomas. National Lead and Billiton were in there operating 
the plant ? 

Mr. Mansvure. Yes. 

Mr. Tuomas. What fee were you paying National Lead and Billi- 
ton? 

Mr. Mansvure. Was that the same fee as they have now? 

Mr. PinkKieEy. One cent a pound was the original fee. 

Mr. Mansure. What is the total amount now / 

Mr. Prnx ey. It totals about 1.95 cents. 

Mr. Mansvre. 1.95 cents. 

Mr. Tuomas. Is that about $400,000 a year ? 

Mr. Mansvre. That is correct, that is the figure that was given of 
all of the various breakdowns combined. Do you want to repeat that 
again, Mr. Pinkley. 

Mr. Pinktey. One cent a pound for producing nickel oxide, a half 
of a cent a pound for operating the sintering plant and producing 
the sinter, and a quarter of a cent a pound for research and develop- 
ment, and 2 mills for sales and distribution. 

Mr. Tuomas. And it figured out on an annual basis about $400,000 
a year? , 

Mr. Pinktey. Yes, sir; that is right. 


WITHDRAWAL OF BILLITON CO. FROM NICARO 


Mr. Tuomas. Why were all these people involved when the Free- 
»ort Sulphur Co. had been doing the same job and getting a fee of 
$150,000 a year? Why did you get Billiton and National Lead in 
there when for a period of 7 months their fee on an annual basis 
amounts to $400,000 a year, and why did they get out ? 

Mr. Mansvre. The Billiton people were not producing in the opera- 
tion, and so after a period of about 7 months when there was a critical 
need for nickel during the Korean crisis, Mr. Larson thought of can- 
celing the contract. He requested the resignation of their chief officer. 
They removed themselves voluntarily after Mr. Larson had requested 
the resignation of their chief officer. 

Mr. Tuomas. Whose chief officer, Billiton’s ? 

Mr. Mansvre. Billiton’s; yes. 

Mr. Tuomas. Why did Mr. Larson ask them to get out ? 
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Mr. Mansvre. Because they were not producing the amount of 
nickel that the Government required. 

Mr. Tuomas. There was also the National Lead Co. in there with 
them. Who actually had the management of it, Billiton, or National 


Lead ? 

Mr. Prn«tey. Billiton. 

Mr. Mansure. Yes; Billiton had. 

Mr. Prnktey. Yes, sir; that is right. 

Mr. Mansure. With your permission I would like to ask Mr. Leh- 
man to make a statement on that. This is all covered in this report, 
Mr. Chairman. 

Mr. Tuomas. It has all been put in the record. 

Mr. Mansvre. Yes; it has been made a part of the record. 

Mr. Tuomas. Billiton and National Lead got out ? 

Mr. Mansure. No, sir; National Lead remained. 

Mr. Leuman. When this question came up Billiton voluntarily 
withdrew. They were permitted as a special venture to operate the 
plant. A company was formed by Billiton and they invited National 
Lead, and they took in a Cuban partner with them. Subsequently, 
GSA was dissatisfied with the operation as it was conducted, and 
they asked for the resignation of the chief officer who was the repre- 
sentative of the Billiton interests. Billiton said that instead of con- 
tinuing the risk they would withdraw and they withdrew voluntarily 
and sold their interest in it to National Lead. 

Mr. Tuomas. In other words, you had a corporation set up which 
was composed of Billiton, National Lead, and some local people to 
manage this Government property ? 

Mr. Leuman. That is right. 

Mr. Tuomas. And that Corporation became an entity of one. Re- 
gardless of its component parts you turned around and kicked one of 
the component parts out and kept the other in? 

Mr. Lenman. Yes. 

Mr. Tuomas. How do you explain that, Mr. Medley? You had a 
Carporation here and you kicked out some of the components of the 
Corporation, and yet you kept one component of the Corporation in 
the managerial seat. 

Mr. Mansvre. They withdrew voluntarily. They were not kicked 
out. 

Mr. Tuomas. Well, the Corporation ought not to have been brought 
in, as I understand it. 

Mr. Meptey. The Corporation in question, Mr. Chairman, was or- 
ganized for the purpose of operating the plant, and the easiest way to 
make a change would be to change the makeup of the Corporation 
rather than to liquidate that one and create a new one. 

Mr. Tomas. What difference does it make to the Government 
whether one corporation was formed or who joined into it when it 
comes to getting a manager of the plant? If we are going to have a 
combination we are going to have to pay the corporation which owns 
the stock. 

Mr. Mansure. Mr. Lehman, will you comment on that / 

Mr. Lenman. We had a Corporation that was in being, and which 
was functioning. 

Mr. Tuomas. Who is “we” now ? 
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Mr. Leuman. The Government had a Corporation that was run- 
ning the job down there, and while it had not made as good a record 
as we would like to have had them make, it was still doing the job. 
All other companies which had invitations did not want to go in. 
Freport Sulphur and Eagle Picher had refused or declined to enter 
the picture. We had a going Corporation and one for the future, and 
it was to our interest, to the Government’s interest, to keep that Cor- 
poration going, rather than to back up and try to find a new operator 
all over again. 

Mr. Tuomas. Why did Billiton withdraw ? 

Mr. Lenman. Billiton withdrew because the resignation of the 
chief officer was requested by GSA. 

Mr. Tuomas. Whose chief officer ? 

Mr. Lenman. Nickel Processing Corp.’s chief officer. 

Mr. Pinkiey. He was our general manager in Cuba and we were 
not satisfied with him. 

Mr. Tuomas. That is, the Nickel Processing Corp. ¢ 

Mr. Prnxtey. That is right. 

Mr. Tuomas. Is that the same corporate name when Billiton and 
National Lead were operating ¢ 

Mr. Lenman. That iscorrect. They formed that corporation. 

Mr. Tuomas. Was that Billiton’s man ? 

Mr. LenMan. Billiton’s man was asked to resign. 

Mr. Tuostas. Why? 

Mr. Lenman. I do not know all of the facts, but he was not respon- 
sive to the Government’s interest. 

Mr. Yares. What does that mean—“he was not responsive to the 
(yovernment’s interest” ¢ 

Mr. Pinker. He was not producing the nickel that the plant could 
produce. He was the Cuban manager and vice president of the corpo- 
ration. 

Mr. Tuomas. Was he a Cuban national ? 

Mr. Pinker. No, sir; he wasa Dutch citizen. 

Mr. Osrerrag. I think we are getting confused here—at least I am. 
Whom did this man work for; was it Nickel Processing, or Billiton? 

Mr. Lenman. He worked for Nickel] Processing, but was Billiton’s 
man and, when his resignation was requested, Billiton said “We prefer 
to withdraw from the operation than to operate without that man in 
charge.” 

Mr. Yates. What was his name? 

Mr. Pinxtey. Zeebell. 

Mr. Yates. Does he work for the company today ? 

Mr. Lenman. We do not know. He does not work for Nickel Proe- 
essing. 

Mr. Ostertac. Billiton was part of the National Lead Co. ? 

Mr. Leuman. No, sir. It originally owned 50 percent of Nickel 
Processing Corp. 


OWNERSHIP OF ORE SUPPLY AT NICARO 


Mr. THomas. Who owns the base supply of ore ? 

Mr. Mansvre. Freeport Sulphur. 

Mr. Tuomas. How many acres of it? Do you have it under lease, 
or do they have it under lease ? 
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Mr. Prnxtey. They own the ore bodies outright. 

Mr. Tuomas. They own it outright ? 

Mr. Prnxtey. Right. 

Mr. Tuomas. How did they buy it from the Cuban Government ? 

Mr. Pinxtey. They obtained it through filing claims, or denouncing, 
asthe Cubans callit. They obtained it by purchasing private interests 
in the ore bodies. 

Mr. Tuomas. You mean a foreign corporation under Cuban law can 
go in there and file on claims and get that nickel ? 

Mr. Mansure. If they are a Cuban corporation. 

Mr. Tuomas. You said the Freeport Sulphur Co. owned these 
leases ? 

Mr. Prnkuey. Yes, sir. 

Mr. Tuomas. Is that exactly accurate? 

Mr. Pinxiry. They own them through the subsidiary Nicaro 
Nickel Co. 

Mr. Tuomas. There is quite a difference there, you know. What is 
the name of the company that actually owns the lease ? 

Mr. Pinxiry. Nicaro Nickel Co, 

Mr. Tuomas. And that is a Cuban corporation. 

Mr. Prnxtey. No, sir, that isan American corporation. 

Mr. THomas. You mean an American corportion owns these leases ? 

Mr. Pinkiey. That is right. 

Mr. Triomas. Did they file on some land ? 

Mr. Pinxtey. I do not know how they acquired it. They owned it 
before the plant was ever developed or built. 

Mr. Tuomas. Are there any known quantities other than owned by 
the Freeport Sulphur Co. and its subsidiary corporation ? 

Mr. Pinxuey. Yes. The Cuban Nickel Co, has acquired mining 
rights to approximately 8,000 acres of supplemental ore. We are 
now negotiating for surface rights. 

Mr. Tuomas. What is the name of that corporation 4 

Mr. Pinxiey. The Cuban Nickel Co., of which the United States 
Government owns the stock. 

Mr. Tuomas. What is the estimate of the number of tons owned by 
the United States through this corporation and the amount of tonnage 
owned by the Freeport Sulphur Co. through its subsidiary corpora- 
tion ? 

Mr. Pinxtry. The claims owned by the United States have ap- 
proximately 34 million tons of ore of the grade of 1.39 nickel. Free- 
port Sulphur Co. owns today roughly 17 million tons remaining in 
their holdings. 

Mr. Tuomas. How does it assay ? 

Mr. Prnxiey. It assays approximately 1.4 to 1.41. 

Mr. Tuomas. A lower grade ore than what the Government has? 

Mr. Pinxury. No, sir; slightly higher. 

Mr. Tuomas. I thought you said 

Mr. Prnxey. 1.39 is the Government’s. 
oy Tuomas. What is the number of tons the sulfur company has 

eit ¢ 

Mr. Prnxury. The sulfur company has approximately 17 million. 
Some of their properties and claims have not teeth fully explored. 

Mr. Tuomas. How many tons do we have? 





37 


Mr. Pinxtey. Approximately 34 million. 

Mr. Tuomas. That is owned. 

Mr. Prnxtey. That is right. 

Mr. THomas. How much has been taken from the Freeport Sulphur 
Co.’s claims and its subsidiaries—how many tons of ore ? 

Mr. Pinxtey. I can get that for you, but I do not have it here. 

Mr. THomas. What is the approximate amount ? 

Mr. Prnxey. I would say approximately 8 million tons during its 
cperations—during both operations from Freeport. They had ap- 
proximately 25 million tons to start. 

Mr. Tuomas. At the start of World War II, and from 1951, when 
it was reactivated, up to date, you have taken a total of 8 million tons. 

Mr. Pryxtey. That is right. 

Mr. Tuomas. What royalty are you paying? 

Mr. Prnxiey. We are paying a royalty of approximately 6.69 cents 
per pound of metallic content. That has been the average. 

Mr. Tuomas. Per pound of metal or ore? 

Mr. Prnxtey. It is based on a formula which raises and lowers ac- 
cording to the price of metallic nickel, the market price of metallic 
nickel—a formula provided in the contract between RFC and Freeport. 
It runs until 1962. 

Mr. Tuomas. When was the contract made? 

Mr. Pinker. 1942. 

Mr. Toomas. Who made that contract ? 

Mr. Prnktey. RFC. 

Mr. THomas. And it runs for what period of time ? 

Mr. Pinxtey. Until 1962, 20 years. 

Mr. Mansure. And we must take one-third of our ore from them, or 
pay royalties on one-third until 1962. 

Mr. Tuomas. What is the world price today ? 

Mr. Prnktey. The world price is 59.75 cents. 

Mr. Tuomas. You pay how much a pound ? 

Mr. Pryxtey. Approximately 7 cents. 

Mr. Tuomas. The royalty is about 10 percent, is that right? 

Mr. Mansvre. About 9 percent. 

Mr. Tuomas. From whom did you get this 34 million tons? 

Mr. Prnxiry. That was acquired by filing claims. 

Mr. Tuomas. When did Freeport Sulphur and its subsidiary acquire 
theirs down there? 

Mr. Pinxiey. They owned part of it before 1942. I do not know 
the date when they acquired their first holdings. 

Mr. Yates. How much? 

Mr. Pryxtry. I cannot tell you exactly. This was before World 
War IL. 

Mr. Tuomas. How long before that had they owned it? 

Mr. Prnxtey. For several years; I do not know. 

Mr. Tuomas. Can you get that information ? 

Mr. Prnxtey. I will try. 

Mr. Mansore. I think the first discovery was made about 1939. 

Mr. Tuomas. Just as soon as we got into the war, they went down 
there and discovered it ? , 

Mr. Mansvre. No; they discovered it in 1939 but took leases in 1940 
and 1941. 

Mr. Tuomas. They knew before 1939 this ore was down there? 
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Mr. Mansvure. What I meant is they became interested in these ore 
bodies that were there. 

Mr. Tuomas. From whom did the Government acquire these 34 
million tons—the Cuban Government or private individuals? 

Mr. Prykiey. Both; in certain areas there were certain claimants, 
There were approximately 29 claims involved in it. 

Mr. Tuomas. What do you have—mineral rights ? 

Mr. Pinxury. We have mineral rights. The surface rights are 
owned by the United Fruit Sugar Co. 

Mr. Tuomas, Do the mineral rights and surface rights go together / 

Mr. Prnxiey. No, sir. 

Mr. Tuomas. In other words, if you have the mineral rights, then 
you have to bargain with the land companies to go in and operate / 

Mr. Prnxtry. That is right, and that is what we are now 1n process 
of negotiating for. 

Mr. Tromas. And if you do not come to some agreement—— 

Mr. Prnkiry. We can condemn, but that will take several years 
through the Cuban courts. 

Mr. Tuomas. What royalty are you paying ? 

Mr. Prnaiey. We are not paying any royalty. Our acquisition to 
date will average around 6 cents an indicated ton for ore, against $1.35 
to $1.40, depending on the metal content, that we are paying Freeport. 

Mr. Tuomas. 6 cents against $1.35. 

Mr. Prnxtry. We will have some development cost incident to the 
building of railroad and roads into the ore bodies. 

Mr. Tuomas. Who developed Freeport’s field ? 

Mr. Pinxiey. They did at their own expense. 

Mr. Tuomas. Out of the royalty ? 

Mr. Prnkiey. Yes, sir. 

Mr. Tuomas. What is the approximate cost to develop the railroad! 

Mr. Pinxuey. For our ore bodies we have paid varying amounts to 
make a survey with our engineers. 

Mr. Tuomas. We have to pay our own mining costs, do we not, under 
the contract ? 

Mr. Pinxtey. That is right; but they paid also, under theirs. 

Mr. Tuomas. That is rather confusing. Royalty is a payment for 
use and not a participating thing ; so when you said Freeport furnished 
the railroad 

Mr. Pinkiey. We furnish the railroad. 

Mr. Tuomas. You did? 

Mr. Pinker. This ore, when taken out of our deposit—our estimaie 
of saving, when we can get our ore bodies into operation, will be ap- 
proximately 80 cents a ton on the two-thirds of the ore required, or 
approximately 4,200 tons a day at the expanded capacity. We have 
to build about 13 miles of railroad; we have to build roads, have to 
build water-supply facilities and a pipeline—— 

Mr. Tuomas. Do you own any of that land in fee simple with the 
minerals on it, or is all of that leased wherever it is ? 

Mr. Pinker. No; we own the ore rights outright. We will buy the 
surface rights, 

Mr. Tuomas. What did you pay for it? 

Mr. Prnxtey. We paid approximately 6 cents a ton. 

Mr. Tuomas. Your purchase price, then, is contingent ? 

Mr. Pryxiry. Upon the indicated ore content. 
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Mr. Tuomas. Upon the actual mining of it. 

Mr. Pinxtey. That is right. ; 

Mr. Tomas. And it is the whole price according to the content? 

Mr. Prnxiey. That is right. 

Mr. Yares. Is it proper to compare the 6-cent figure with the $1.35 
figure you gave for Freeport ? 

Mr. Prnkiey. Not as yet. In our overall figures; yes, in our own 
overall calculations. The 6 cents is the approximate price per ton of 
ore containing nickel. 

Mr. Tuomas. By the time you get through paying all of the land 
costs and everything else, you are getting this for what ? 

Mr. Pivkey. For about 55 cents a ton. 

Mr. Tuomas. Against $1.35 or $1.40. 

Mr. Pinkiey. That is right. 

Mr. Yates. When was the $1.35 price fixed ? 

Mr. Pinktey. It varies from month to month, or it varies with the 
price of the metallic nickel. 

Mr. Mansvure. When was the arrangement made? 

Mr. Prnktiey. About 1942. 

Mr. Tuomas. Suppose we take a recess at this point until 1:15 p. m. 


MANAGEMENT COSTS FOR NICARO OPERATIONS 


Mr. Tuomas. Gentlemen, will the committee please come to order ? 
When we adjourned for the noon recess, we were discussing the 
amount of money that the Nickel Processing Corp. managers received 
and it was testified it was about $400,000 per year. 

Just what do they do for this $400,000, as compared with what their 
predecessors in management, Freeport Sulphur, did for their $150,000 ? 

Mr. Prnkiry. They produce; they operate the entire plant; they 
also have the production of sinter which gives them a half of a cent 
additional fee. That is part of it. 

Mr. THomas. Over and above what the other company did ? 

Mr. Pinkiey. Thatisright. They did not have any such operation. 
They perform the research and development program which devel- 
oped the sinter process and working on the separation of cobalt. There 
are two processes which have been brought out and are to be tested 
in pilot plants on research work. 

Mr. Tuomas. How many employees do you have engaged in the 
research operation ? 

Mr. Prnxtey. I think about 30 right now. 

Mr. Tuomas. Who pays their bill ? 

Mr. Prnxtey. They are paid on a cost-plus basis. 

Mr. Tuomas. Are their salaries and expenses included in the 
$400,000, or does the United States Government pay that / 

Mr. Punxiey. The Government pays it—for the know-how of the 
National Lead Co. in research. 

Mr. Tuomas. I beg pardon ? 

Mr. Prnkxiey. The metallurgical know-how. 

Mr. Toomas. What does that cost us a year / 

Mr. Prvxtey. It is part of the fee. 

Mr. Tuomas. It is part of the $400,000 paid the Nickel Processing 


Mr. Pinxtey. That is right. 
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Mr. Tomas. What does that amount to dollarwise for research 
and development? You say there are 30 employees for research and 
development. They all must be chemists, metallurgists or mining 
engineers. 

Mr. Pinxuey. Metallurgists. 

Mr. Tuomas. Therefore a minimum of 30 people would be $300,000 
a year. 

Mr. Prnxiey. Approximately that. 

Mr. Tuomas. And it comes out of their $400,000 ? 

Mr. Pinxtey. No, sir. 

Mr. THomas. Who pays it ? 

Mr. Prnxtery. That is reimbursed by the Government. 

Mr. Tuomas. That is what I thought I understood the first time, 
but I thought you changed your answer. 

Mr. Prnxiry. No. The basic supervision is in that. 

Mr. Tuomas. Is that $300,000 included in the expense of manage- 
ment and operation / 

Mr. Prnxk.ey. Yes, sir. 

Mr. Tuomas. Just what part of this $400,000 is net to the Nickel 
Processing Co.? In other words, how much expense do they have 
out of this $400,000 ? 

Mr. Yares. None. 

Mr. Prnxtey. I do not know. They have their president’s salary. 

Mr. Tuomas. Where does he live ? 

Mr. Prnxury. He lives in New York. 

Mr. Tomas. Go ahead. 

Mr. Pinxkiey. That is where the principal office is; although he 
does go to Nicaro, Cuba, you know. 

Mr. Tuomas. In addition, to this $400,000, do we pay any of their 
employees’ salaries, drawing accounts, or anything like that ? 

Mr. Prnxiry. We pay their employees a fixed salary, yes, sir, and 
all of their expenses. 

Mr. Tuomas. How many employees do they have? 

Mr. Prnxtey. 1,930. 

Mr. Tuomas. I mean of the operating company. 

Mr. Prnxtey. We pay no salaries of officials of the company. 

Mr. Tuomas. What is the total cost of management? You give the 
Nickel Processing Co. a fee of $400,000, and then you spend anywhere 
from $300,000 to $350,000 a year for research and development which 
they conduct. That is $700,000. 

Mr. Prnxtry. Yes, sir. 

Mr. Tuomas. How much more do you want to add to that ? 

Mr. Prnatey. That is all part of the actual operation of the plant. 

Mr. Tuomas. You say “part.” Is there any more management 
operation costs other than the $700,000 ? 

Mr. Prnxiey. Yes, sir. 

Mr. Tuomas. How much more? 

Mr. Meptey. In addition to the management fee, $399,860 for the 
management fee, there is $397,942 for operation of the research ? al 
gram and then administrative expenses of the New York offices, 
$258,130. 

Mr. Tuomas. That is $1,050,000 a year, roughly speaking ? 

Mr. Meptey. Roughly speaking; correct. 

Mr. Tuomas. What does the New York office do for that? 
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Mr. Pryxtery. They have to buy all of their materials, supplies, 
handle all of the disposal, all of the sales, of nickel to the various 
industries, some 35 or 40 customers; handle all of the shipments back 
and forth; handle the shipment contract 

Mr. Tuomas. That must be a terrific job to get rid of nickel. Do 
you know anything scarcer than nickel ? 

Mr. Pinxtey. That is right. 

Mr. Tuomas. And you pay $250,000 a year to get rid of nickel, as 
scarce as it is? 

Mr. Pinker. No, sir, we do not. 

Mr. Tuomas. For what do you pay the $250,000 ? 

Mr. Pinxtey. For the entire administrative end. Everything we 
use in Cuba has to be bought in the States. 

Mr. Tuomas. What do you use in Cuba? 

Mr. Pinkiey. We use fuel oil, we use ammonia, we use coal—— 

Mr. Tuomas. The General Services Administration is in the act of 
buying fuel oil by the thousands of gallons every day, is it not; yet you 
are golng over there and paying somebody to buy fuel oil. What else 
do they do for that $250,000 ? 

Mr. Prvxiry. Practically all of the accounting, or the cost-basis part 
of the accounting is done in New York, and the handling of the dis- 
posal. There are 23 people involved in that. 


OPERATION OF THE TOWN OF NICARO 


Mr. Tomas. How many people does the corporation have on the is- 
land to go through the process of earning this $400,000 ¢ 

Mr. Pinkxiey. About 1,900. 

Mr. Tuomas. No, not in the island office. 

Mr. Pinxtry. The personnel at Nicaro. 

Mr. Yates. You mean actually employed by National Lead? 

Mr. Mansure. To run the office work. 

Mr. Prnxtey. Approximately 100 people. It varies from day to 
day. 

Mr. Tuomas. What do they do? 

Mr. Pinxtey. Maintenance of all the accounts of all kinds; they 
have to have a complete town site with hospitals, schools. We have all 
of our people living right at the plant. 

Mr. 'THomas. What isthe name of the village ? 

Mr. Prnxtey. Nicaro—approximately 3,500 people. 

Mr. Tuomas. You mean they run the city and town—how big a 
town? 

Mr. Prnxtey. Approximately 3,500 people. 

Mr. THomas. What do you maintain besides the town ? 

Mr. Prnxtey. We have three schools, have a complete water system, 
all the power and electricity, the sewage disposal, commissaries. 

Mr. THomas. How many do you have in the schools? 

Mr. Prnxtey. Approximately 900. 

Mr. Toomas. Both Americans and natives, I presume ? 

Mr. Pinxuey. There is a small English-speaking school and two 
Cuban schools. 

Mr. THomas. Do we pay all the expenses of the schools? 

Mr. Pryxuey. Not the Cuban schools. For the Cubans schools we 
furnish the facilities and the Cubans furnish the teachers. 
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Mr. Tuomas. How much does it cost to operate the schools? 

Mr. Prvxury. I do not have that. There is a townsite operating 
cost: I do not have it broken down into all of its various elements. 

Mr. Tuomas. Mr. Medley, how much does it cost to operate the 
schools ? 

Mr. Meptey. I do not know just offhand; I will supply that for 
the record, 

Mr. Piney. It costs 1.3 cents a pound, the waterworks system, 
and the hospital ? 

The entire townsite amounts to 1.3 cents a pound of nickel. 

Mr. Tuomas. How much is that in dollars and cents in the fiscal 
year 1954? 

Mr. Pinxiey. Twenty-five million pounds, about $300,000. 

Mr. Tuomas. Where does that $300,000 come from 4 

Mr. Pinxtey. It comes from the actual return from the sale of the 
metal. That isall charged into the production costs. 

Mr. THomas. How many employees do we have running the city ? 

Mr. Pinxiey. Approximately 20. Of course, we have our power- 
plant and the facilities which operate the plant also. 


OPERATION OF THE HOSPITAL 


Mr. Tuomas. How large is the hospital ? 

Mr. Prnxtey. The hospital has 38 beds. 

Mr. Tromas. What does it cost to operate the hospital ? 

Mr. Pink ey. In the past year, we have made $45,000 in the opera- 
tion of the hospital. 

Mr. Tromas. You ought to move that over to the States and maybe 
get rich, if you show ,any hospital organization how to make that 
much. 

Mr. Pinkiey. We will make $170,000 this year. 

Mr. Yates. From the hospital ? 

Mr. Prnxtey. Yes, sir. 

Mr. Tuomas. What is the bed capacity ? 

Mr. Pinxury. The hospital is operated on a contract by a doctor 
who furnishes and pays all of the doctors, all of the nurses, all of the 
food, all of the linen, and everything that has to come out of the ex- 
penses of operation. 

We have to carry workmen’s compensation and insurance and the 
insurance company pays us back a percentage of the premium. The 
premium runs about $120,000 a year, and they pay us back for the use 
of our hospital facilities a sufficient amount over and above the cost 
of operating the hospital that it is required. 

One thing that contributes to defraying the cost of the hospital is 
there being no hospitalization plan in Cuba such as the Blue Cross, 
we have to add a small hospitalization fee. 

Mr. Tuomas. This is a contract doctor. What does he get per bed, 
per patient, per day ? 

Mr. Pink.ey. He gets a certain amount for that. We allow him 45 
percent of the amount of the insurance premium, because he handles 
all the compensation costs. 

Mr. Tuomas. Do you know how much that is per day, per bed, per 
patient ? 

Mr. Prnxtey. No, sir. 
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Mr. Tuomas. Can you guess at it? You do not know much about 
this operation; do you‘ 

Mr. Prnxtey. I know it pretty thoroughly. 

Mr. Tuomas. Well, you had better separate yourself from a little 
information, so that we can get it on the record. 

Mr. Prnxtey. I will be glad to get all of these figures for you, but I 
have never broken them down into those categories. 

Mr. Tuomas. You mean you are going to learn all about the opera- 
tion, but you do not know now ¢ 

Mr. Pinxtry. I know what the total costs are; I know what the 
basic divisions of cost are. 

Mr. Tuomas. Do you have that information / 

Mr. Prnxktery. No, sir. 

Mr. Mansvure. I might say, what has happened there is that there 
has been a reliance on the Government’s contractor, National Lead, for 
this information. 

I went to the hospital personally and asked what they charged per 
patient, because I was the head of the largest hospital board for 3 years, 
in Cook County, Chicago, and between my English and his Spanish, 1 
could not pin him down, but I got him down 

Mr. THomas. This committee is not exactly green about hospitals. 

Mr. Mansvre. I got him down to an amount of about $4 per day; but 
1 could not understand whether that was for outpatients or all patients. 

I do not know whether it was the average rate 

Mr. Tuomas. Does he make a distinction between nationals and 
natives / 

Mr. Mansure. Yes; because, under our compensation, there is no 
charge for these people who are injured, is there ? 

Mr. Pryxtey. That is right. 

Mr. Mansvre. Anyone injured on the job goes into the hospital with- 
out cost to the individual, and that comes out of money that workmen’s 
compensation gets, a percentage from the insurance company, that is 
paid back to the hospital. It is quite an involved operation, but an 
excellent operation. 

Mr. Tuomas. Do you mean to say that the contractor, the Nickel 
Processing Co., has 100 employees over there that it pays out of this 
fee of $400,000 ? 

Mr. Pinxtery. No, sir. 

Mr. Meptey. That fee is met, I believe. 

Mr. Pinkiey. That is right. 

Mr. Meprey. All other costs which they have are paid out of reve- 
nues received from the sale of nickel. 


MANAGEMENT FEE FOR NICARO OPERATIONS 


Mr. Tuomas. Just how is it that General Services Administra- 
tion felt it incumbent to pay a fee of $400,000 to operate this plant 
against one that previously operated it during the war for $150,000? 
Why the spread? It is the identical same thing. 

Mr. Meptey. I did not participate in those negotiations; however, 
I do think this is substantially the underlying philosophy. 

The previous operator obtained only 63 million pounds in the op- 
eration of 40 months, which, of course, is considerably below the 
going rate. 





44 


Mr. Yates. The going rate is predicated on the expanded plant, is it 
not? 

Mr. Meptey. No. 

Mr. Yates. Do not you have an expansion going on which has 
brought in more 

Mr. Mansvre. That is not in operation yet, that is in the future. 

Mr. Yates. So the comparison is apt? 

Mr. Mansure. Yes. 

Mr. Meptey. The way I understand it, they felt, since nickel was 
needed so badly, they would negotiate a contract with an acceptable 
operator which would be predicated on so much per pound production, 
so that the more they produced the greater their management fee, 
and it would be an incentive arrangement to get greater production 
out of Nicaro. 

Mr. Tuomas. That does not ring the bell in all aspects. Here is 
an untried outfit, and we all know “this Freeport Sulphur are pretty 
good wherever you want to put them. If they were not, you would 
not have had them in the first place and in any formula you worked 
out, it is a very simple arithmetical computation that would not take 
long to figure out that you are going to pay this corporation on a 
common yardstick, any way you look at it, $250,000 more for manage- 
ment. The question is why. 

Mr. Mansure. That is a supposition from what I have gained 
from conversations 

Mr. Tuomas. You were not there; Mr. Medley wasn’t, but 2 or 3 
gentlemen here were. 

Mr. Mansure. Here is what happened. In the beginning, Free- 
port Sulphur owned the mineral in the ground. They were very 
anxious to develop the mining operation as there was a great demand 
for it in World War II. They probably went in there as a specu- 
lative risk in order to get the know-how of the development of those 
properties.. As it turned out, it was never a successful venture com- 
mercially during World War II. ‘There was a net loss of about $3 
million, I believe. 

Mr. Pryxiey. That is correct. 

Mr. Mansure. Then when the mines were closed down between 
1947 and 1951, other things had developed within that particular cor- 
poration in their own business in the production of sulfur, and, when 
they were asked to reactivate the properties, they were not interested. 
Probably it may be because their funds were tied up. I do not 
know. Part of the cause was 

Mr. Tuomas. They did not need any money to reactivate. We ap- 
propriated about three and a quarter millions of money to pay them. 

Mr. Mansure. I mean from the operating standpoint, the selling of 
their own peanuts, which was sulfur. Now, we had no interest, as 
explained to me, from the standpoint of companies to go into this 
operation, because for merly it had been commercially unsound. Na- 
tional Lead held no interest in the metal in the ground at all. So I 
presume there was not an inducement for someone to operate some- 
thing that was a commercial failure before. 
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PAYMENT OF ROYALTIES ON ORE 


Mr. Tuomas. How much money did you pay the Freeport Sulphur 
Co. in royalties in fiseal 1954? 

Mr. Mansvre. A little over $1 million, and we paid them in the re- 
activation a little over $5 million; did we not? 

Mr. Pinxury. Yes; $6,010,049. 

Mr. THomas. How much did you pay them last year ? 

Mr. Meptey. Last year, $1,884,000, and in fiscal 1955, $2,106,000. 

Mr. Mansure. What is the total since reactivation ? 

Mr. THomas. Give it to us by years, what you have paid the Free- 
port Sulphur Co. 

Mr. Prnx.ey. Fiscal 1953, $1,648,259: fiscal 1954, $1,884,447; fis- 
cal 1955, through June 1—I do not have the July figures—$2,106,424 
or a total 

Mr. Tuomas. That was royalties and, of course, that is altogether 
an operation profit ? 

Mr. Mepiry. There is one other figure, and that was January 1, 
1952, to June 30, $371,018. 

Mr. Tuomas. And the present manager is going to get that royalty ? 

Mr. Mansvre. That is not correct. 

Mr. TuHomas. They own none ofthe mines? Is that it? 

Mr. Pinxrey. Right. 

Mr. THomas. Are you tryingto say now that the reason they took 
this managerial job for $150,000 was they knew they were going to 
get a nice royalty check each month in addition to that, and of course 
royalty being all profit ? 

Mr. Mansvure. I do not know that. That is purely a deduction, 
because this goes away back to early in 1940. 

Mr. THomas. Whois president of National Lead? 

Mr. Mansure. Joseph Martino. 

Mr. THomas. Where does he live? 

Mr. Mansure. He lives out of New York City, but is a resident of 
New York. He lives in one of the suburbs of New York, I believe, 
Long Island. 

Mr. THomas. Where are most of their holdings, in Missouri ? 

Mr. Mansure. No, they are pretty much over the country; all over 
the world, for that matter. I think they are the 57th or 67th largest 
corporation in the United States. 

Mr. THomas. Who negotiated this contract ? 

Mr. Mansvre. I believe my predecessor. 

Mr. Pinxtey. Mr. Larson; yes, sir. 

Mr. Tuomas. Who was representing the company? Do you know, 
Mr. Snyder? 

Mr. Snyper. No, sir; I do not remember. 

Mr. Mansure. You mean representing National Lead or represent: 
ing the Government ? 

Mr. THomas. National Lead. 

Jess Larson represented the General Services Administration. Who 
represented National Lead ? 

Mr. Mansvre. I think Harry Wildner. 

Mr. THomas. Where does he live? 

Mr. Mansvre. He lives in New York City also, or a suburb of 
New York. 
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Mr. Tuomas. What is his job? 
Mr. Mansvre. President of the Nickel Processing Co., and vice 
president of National Lead. 

Mr. Yates. Had he been with the company before the contract was 
negotiated ¢ 

Mr. Mansure. He has been with the company, I think, since 1920; 
at least for many years, over 30 years. He devotes the most of his 
time to this operation. 
Mr. Pinxtey. All of his time—practically all of his time. 


SOURCES OF NICKEL 





Mr. THomas. How much nickel is in our stockpile now ¢ 

Mr. Mansvre. I hesitate to say, because there have been so many 
changes in the past 3 months on the diversion of nickel. 

Mr. Yares. Has delivery of nickel been diverted, too? 

Mr. Mansure. We have not been putting any in the stockpile in 
order to help this shortage. There is still a shortage in the consumer 
industry. 

Mr. Pinkiey. We put in 36 million pounds from Nicaro. 

Mr. Mansvure. Does that include any from anybody else ? 

Mr. Pinxiey. That I do not know. 

Mr. Tuomas. How much is in the stockpile now? What other 
sources do we have for nickel, other than this Cuban plant ¢ 

Mr. Mansvre. International Nickel, principally, and the second 
company is Sherrit-Gordon. 

Mr. Tuomas. Where is their source? 

Mr. Mansvre. Canada. 

Mr. Tuomas. Where is the world supply now ? 

Mr. Mansure. Canada. 

Mr. THoomas. All in Canada? 

Mr. Mansure. No. 

Mr. Russe... The biggest I have heard quoted when Nicaro oper- 
ated was International Nickel was 90 percent of the world’s nickel 
production. 

Mr. Tuomas. You mean 90 percent comes out of Canada? 

Mr. Mansure. Yes. 

Mr. Russeuu. I believe there are deposits in Finland at Petsamo. 
I do not know anything about the productive capacity. 

Mr. Pinxuiey. That is the region where they find the richest ore 
in the world. 

Mr. Tuomas. That is in Finland, under Russian control ? 

Mr. Prnxiey. That is right. 

Mr. THomas. What part of the world’s supply is located there? 

Mr. Pinxtey. We do not know. It has been developed by the Rus- 
sians. 

Mr. THomas. Do we have any intelligence reports as to the amount’ 

Mr. Mansure. SCIMA has never received the information. 

Mr. Tuomas. Have you ever asked them? 

Mr. Mansure. No. It might seem foolish, but that is really a ques- 
tion for Defense, and not for GSA. I mean, it is not really our 
business. 

























TERMS OF CONTRACT WITH NICKEL PROCESSING CO. 





Mr. Tuomas. How long is your contract now with Nickel Process- 
ing? 
ing ? 

5 
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Mr. Pinker. The contract expires in July of 1957. 

Mr. Tuomas. When was it entered into? 

Mr. Pinxtey. In July of 1952 

Mr. Tuomas. It is a 5-year contract? 

Mr. Pinkiey. Actually it reached full operation in July 1952. 

Mr. Tuomas. Do you feel like your fees to them are a little exces- 
sive? 

Mr. Pinker. Not in proportion to the amount they are produc- 
ing. Our benefit over the previous operation is better than $15 mil- 
lion since we have been in operation. 

Mr. Tromas. You mean in the life of the contract, for the 314 
years you have been in operation / 

Mr. Pinker. That is right. 

Mr. THomas. It has amounted to $15 million / 

Mr. Prnxiey. Approximately $15 million better than the original 
operation. 

Mr. Tuomas. About $5 million a year. 

Mr. Mansvure. That is right. 

Mr. Tuomas. And you do not think you are paying them an 
excessive amount. 

Mr. Prnkxiey. When you take the relationship of the fee they are 
getting to the fee Freeport was getting, we have to base it on 1 cent 
il pound, which would cut it down by over $100,000. That is last 
year’s fee. 

Mr. Tuomas. Did you have anybody offer to take this job and offer 
to do it for less? 

Mr. Pinker. No, sir; they wanted more. 

Mr. Tuomas. Who were “they” and how much more? 

Mr. Prnkuey. It would have resulted in more. The only other 
offer we had was from American Smelting & Refining. They wanted 
a lease, wanted the United States Government to pay for all metallic 
nickel processed, and for 50 percent of the total output you only get 
nickel oxide which was approximately 10 cents a pound less on the 
market. 

Mr. Mansure. That would have amounted to how much, approxi- 
mately ? 

Mr. Pinkiey. It would have amounted to at least 5 or 6 million. 

Mr. Tuomas. Where is the bookkeeping and accounting work for 
this operation done ? 

Mr. Meprey. That is done by the Nickel Processing C orp. Part 
of it is done in Cuba, and part of it performed in New York C ity. 

Mr. THomas. How many employees are doing that work ¢ 

Mr. Meptey. I do not know, because that is part of the contraet—— 

Mr. Tuomas. GSA is paying the entire cost of this operation and 
the $400,000 fee is purely a net fee. That is obvious. 

Mr. Mansvre. Right. 

Mr. Tuomas. How does your operating cost break itself down be- 
tween production cost and fees cost? How many people do you have 
in your offices over there ¢ 

Mr. Meptey. Well, in production costs, Mr. Chairman, last year 
as an example we took in ore royalties of $2,106,000. 
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Mr. Tuomas. Of your 1,900 employees, where do they work, and 
how many work in the mines and how many in the factory and how 
many do you have in the offices? In other words, for instance, how 
many bookkeepers do you have? 

Mr. Prnxtey. I do not have a breakdown here, sir. 

Mr. Tuomas. Well, I suppose, gentlemen, we are going to have to 
all pile on a train and go over there and take a look. How long does 
it take to go down there from here ? 

Mr. Mansvure. You leave here at two-something in the afternoon, 
and you arrive in Miami at 20 minutes to 4. You leave Miami at 20 
minutes to 5 and you are in Habana an hour later. 

Mr. Tuomas. That is by air? 

Mr. Mansvre. Yes, sir. 

Mr. Tuomas. What about the slow boat ? 

Mr. Mansore. By train it would take 20 hours from here and then 
one would take a boat. The boat trip is an overnight trip. 

Mr. Tuomas. How many miles are involved in going across the 
water—100 miles or 110 miles? 

Mr. Prnktey. It is about 300 miles from Miami. 

Mr. Mansure. But, you are not actualy that far from the mainland. 

Mr. Tuomas. How far is it from Habana to the mines? 

Mr. Mansvre. It is about 450 air miles to Nicaro. 

Mr. Pryxtey. It is approximately 690 miles by land. 

Mr. Tuomas. How do you get to Habana? 

Mr. Mansure. There is a fairly good highway. It involves trav- 
eling about 600 miles. It is a 2-day trip. 

Mr. Yares. Where do you stop over ? 

Mr. Mansure. There are places along the way. You could do it 
in a day and a half, but the roads are narrow down there. 

Mr. Yates. Are there any air facilities down there ? 

Mr. Mansvure. Off the record. 

(Discussion off the record.) 

Mr. THomas. If you were to leave here in the morning, it would 
put you there by dark? 

Mr. Mansvure. You would have to leave here about 1:30 in the 
afternoon and they would take you to Miami. There is an hour’s 
layover in Miami. 

Mr. Tuomas. What would be the situation if you left on a Navy 
plane from here? 

Mr. Mansvre. That would take you right down. If you left in 
the morning, you would be there during the day. 

Mr. Tuomas. The thing to do is to pick up a Navy plane in Miami; 
is it not? 

Mr. Mansvure. Yes, sir. 

Mr. Tuomas. If you leave here by commercial plane and you pick 
up a Navy plane in Miami, we could fly over. 

Mr. Mansvre. Yes, sir. The base over there is Guantanamo. That 
is where they take you in over there. However, there is no way to 
get to the mine except by boat, unless you fly in on a seaplane. You 
have to make an hour boat trip no matter which way you go, and 
they meet you and take you across the bay. However, there will be 
facilities there for you to stay. You could not really see the operation 
in less than 2 days. It will take you 1 day to see the mining operation. 
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Mr. THomas. How far are the mines from the plant? 

Mr. Mansvre. About 45 miles. You actually see the mining opera- 
tion when you get there. You would spend 1 day in going up and 1 
day in coming back. 

Mr. Tuomas. How deep do you have to dig in order to get this ore? 

Mr. Mansure. It is all done by surface mining, or strip mining. 
One should wear old clothing because of the dust which keeps coming 
up just hike the dust in the copper fields. 

Mr. Yates. Did I understand you to say this was a cost-plus con- 
tract ? 

Mr. Mansvure. Yes, sir. 

Mr. Yates. What costs are included ? 

Mr. Mansur. All costs of every kind. 

Mr. Yates. Do they also add in the overhead costs on top of their 
other costs, as well as administrative costs ¢ 

Mr. Prnxtey. No, sir; not as such. However, we have administra- 
tive expense in Cuba and administrative expense in New York. 

Mr. Yates. How is administrative expense calculated ? 

Mr. Pryxtey. Just on the salaries and supplies—administrative 
supplies. It is actual cost. 

Mr. Yates. It is actual cost of the inventory ? 

Mr. Prnkiey. Yes, sir; it is also actual costs. We do not carry 
some of the accounts that you have asked for as such. 


SOURCES OF NICKEL FOR STOCKPILE PURPOSES 


Mr. Tuomas. Let him put into the record the condition of that 
stockpile. 

Mr. Meptrey. As of December 31, 1954, which is the latest date we 
have with us, Mr. Chairman 

(Off the record.) 

Mr. Tuomas. Is that as of December 1954? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. In other words, about 7 or 8 months ago? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. How much of it came from Nicaro? 

Mr. Prnxiey. Approximately 36 million pounds. 

Mr. Toomas. Where did the balance of it come from ? 

Mr. Mansvure. It was purchased mostly from International Nickel. 

Mr. Toomas. Does that come from the Canadian mines? 

Mr. Mansvre. Yes, sir; and a little of it comes from other sources. 

Mr. Yates. What is the annual world production of nickel ? 

Mr. Pinker. In the neighborhood of 400 million pounds. Wait 
2 moment. About 275 million pounds comes from International 
Nickel; we produced a nattgtenataky 30 million pounds; Falconbridge 
produced ap spciatanihale 30 million, and there were approximately 30 
million pounds from other sources. 


FALCONBRIDGE NICKEL PLANT 


Mr. Yates. Falconbridge received some Government money, and 
how much nickel are we getting out of there / 

Mr. Prxxiey. About 30 million pounds. I do not know how much 
we are stockpiling nor do I know how much is going to England. 
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Mr. Yares. We financed Falconbridge, did we not? How much 
money did we put in there? Forty million dollars or fifty million 
dollars? Or more. 

Mr. Meptey. I have a figure of $6 million in mind. 

Mr. Yares. What is Falconbridge? It is a Swedish company; is 
it not ¢ 

Mr. Pinkury. Yes, sir; but they give their office as Montreal. 

Mr. Yates. What interests do we have? 

Mr. Pinker. Our desire to get nickel. 

Mr. Tuomas. That isa Swedish company in Canada, and we put up 
the money, around $50 or $75 million. 

Mr. Yates. How are we repaid ? 

Mr. Tuomas. A certain amount of their production comes to us, and 
is supposed to go into our stockpile at a certain price and that price is 
credited against that amount which has been advanced to them. 

Mr. Yates. Who handles that contract ? 

Mr. Tuomas. General Services Administration. 

Mr. Yates. I see. 

Mr. Tuomas. While you have your records here, get your records 
straight and get the correct information into the rec ord, 

Mr. Mepiry. We will have to check that, Mr. Chairman, but as ] 
remember it, it was $6 million. The Government advanced $6 mil- 
lion to Falconbridge to be liquidated by credits against production 
from the expanded facilities. 

Mr. Yates. That is the extent of our investment? Why is not Mr. 
Walsh here ? 

Mr. Exxiorr. Well, we did noteexpect these particular questions to 
come up. 

Mr. Yates, When was the contract with Falconbridge made ? 

Mr. Tuomas. Either in 1949 or 1950, and perhaps 1951. 

Mr. Mansvre. I think it was 1951. 

Mr. Exuiorr. 1951 is correct. 

Mr. Yares. It was made after the outbreak of the Korean war? 

Mr. Ex.iorr. Yes, sir; after the outbreak. 

Mr. Tuomas. This is all companion stuff. The Falconbridge oper- 
ation and this particular operation came about at the same time. 

Mr. Exxrorr. They are two contracts. 

Mr. Tuomas. Our needs were revised following the outbreak of the 
Korean war. 

Mr. Extiorr. Some portion of that production is substantially over 
the market price. 

Mr. Tuomas. Of which production ? 

Mr. Exuiorr. Falconbridge. 

Mr. Tuomas. That we buy ? 

Mr. Exniorr. Yes, sir. 

Mr. Mansure. We pay a premium on it. 

Mr. Tuomas. Who negotiated that contract ? 

Mr. Exniorr. Captain “Mall in the office of Mr. Walsh, a purchase 
officer in EPS. He was the original negotiator, and then I think 
when WMPA took it over Mr. Gumbel and Mr. Ford completed the 
negotiation. 
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Mr. Tuomas. Who was head of DMPA then ? 

Mr. Exntorr. Mr. Larson. Howard Young was the Deputy Admin- 
istrator. 

Mr. Tuomas. Iam getting my alphabetical agencies mixed up. Was 
it the War Production Board ? 

Mr. Meptey. Defense Production Administration. 

Mr. Yates. DPA? 

Mr. Meptey. It was Mr. Fleischman; was it not ? 

Mr. Yates. Was it not Mr. Charles Wilson? 

Mr. Meptey. There was a General Harrison who came before Mr. 
Fleischman. 

Mr. Tuomas. Then General Harrison was under General Electric, 
Charles Wilson, and the little low, heavy-set blonde-headed gentle- 
man from New York was before him. He is the one who originated 
this. 

CONTRACT WITH HANNA NICKEL CO 


Mr. Exxiorr. Just to complete the picture, we also have a contract 
with the Hanna Nickel Co. 

Mr. Yates. When was that contract negotiated ? 

Mr. Exvusorr. That contract was negotiated by DMPA in the fall 
of 1952. 

Mr. Yates. What do you mean “the fall of 1952?” 

Mr. Exuiorr. Well, it was the late fall. 

Mr. Yates. After the election ? 

Mr. Exxiorr. I do not know whether it was before or after the 
election, 

Mr. Yates. What does the Hanna Nickel Co. produce, and how 
much do they produce? 

Mr. Etxiorr. Does anyone have those figures ’ 

Mr. Mansvre. They are not yet in production. 

Mr. Russety. They are not yet in production at _ ast on any full 
scale. They may have produced some small amount, but if they are in 
production, they have only come into production recently. 

Mr. Yates. What is the nature of the contract ? 

Mr. Exuiorr. The nature of the contract is to buy nickel, but before 
we can buy the nickel, they have got to develop the mines. 

Mr. Yates. Is the Government developing the mines for them, or 
furnishing the money for them ? 

Mr. Exxiorr. The Government is putting up the money for that, 
and those mines are located in the States. 

Mr. Mansvre. That is the only sizable nickel that is supposed to be 
in the United States. 

Mr. Yates. Who negotiated that contract ? 

Mr. Exuiorr. That contract was negotiated by DMPA. 

Mr. Yates. Who in DMPA negotiated it? 

Mr. Exxiorr. I would have to check my record on that, but I think 
Mr. Gumbel and Mr. Ford negotiated it. 

Mr. Yates. Mr. Gumbel and Mr. Ford? 

Mr. Exxiotr. Yes, sir. 

Mr. Yates. What is the nature of that contract? What does the 
Hanna Nickel Co. do for the Government in exchange for what the 
Government gives them? What the Government is giving to them. 
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Mr. Ex.iorr. The Government is giving the Hanna Nickel Co.— 
not giving them—but the Government is advancing to them—— 

Mr. Yates. That was a slip of the tongue; was it not? 

Mr. Exxiorr. The Government is advancing to the Hanna Nickel 
Co. on account of nickel production money that I think aggregates 
approximately $22 million to be repayable in nickel or in money if 
the nickel is not available, but it is repayable, which they’ will use 
for capital expenditures in developing the mines and the smelters, 

Mr. aanen. Where are the mine and the smelter located ? 

Mr. Russetx. In Douglas County, Oreg. 

Mr. Tuomas. Will you yield for just 1 minute? 

Mr. Yates. Surely. 

Mr. Russeci. We are also paying a premium on it. 


REVOLVING FUND FOR DEFENSE MATERIALS PRODUCTION 


Mr. Tuomas. At the beginning of the Korean conflict some tre- 
mendous appropriations were made for this and similar purposes, 
but not to the General Services Administration. These appropria- 
tions for Falconbridge and for 2 or 38 others were made also. Were 
they made to the President or the Defense Production Board or 
what was the name of the ABC agency ? 

The appropriations were not made to the General Services Ad- 
ministration. 

Mr. Exxiorr. No, sir. Could I explain that? 

Mr. Tromas. Yes. 

Mr. Ex.iorr. Under the Defense Production Act all of the powers 
rested in the President. The Congress set up under the Defense 
Production Act 

Mr. Tuomas. Yes; but it was not appropriated to the President. 

Mr. Exxiorr. They did not set up an appropriation, but they set up 
a revolving fund not to exceed $2,100 million under the Defense 
Production Act. 

Mr. Yates. That is a big fund. 

Mr. Exxiorr. All of the authority was vested in the President. The 
President, in turn, has delegated his policymaking responsibilities 
to ODM and has delegated various operational responsibilities to 
varying agencies. 

Mr. Tuomas. That is right. 

Mr. Exxiorr. These various agencies having operational responsi- 
bilities include the Department of the Interior, which has the responsi- 
bility, for instance, for exploration and development of minerals. 
The General Services Administration has the responsibility for the 
making of purchase contracts under section 303. 

Mr. Tuomas. That is clear now. 

Mr. Yates. We seem to be digging up more nickel contracts than 
nickel as we go along. 


PROCUREMENT OF NICKEL FOR THE STOCKPILE 


How much money do we spend during the course of a year to 
buy nickel and from whom ? 


Mr. Meptey. Mr. Yates, I will have to supply that information for 


the record. 
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(The information requested follows :) 


The following table shows the actual expenditures for fiscal year 1955 and 
projected expenditures for fiscal years 1956 and 1957 for the purchase of nickel 
under Defense Production Act and strategic and critical materials contracts: 


General Services Sen ees for nickel under Public Law 774 
and Public Law 520, actual for fiscal year 1955, estimated for fiscal years 1956 and 
1957 


| ' 
Fiscal year 1955,| Fiscal year 1956,| Fiscal year 1957, 
stu | estimate? | estimate 


} 
Cnn Contractor Quan- Quan- | | Quan- 
iia | tity, | Cost, | tity, | Cost, | tity, | Cost, 
thou- | thou- | thou- | thou- | thou- | thou- 
sand | sands | sand | sands } sand | sands 


pounds) jpounds jpounds 


DPACT CONTRACTS (PUBLIC LAW 774) 


DMP-30 | Milnet Mines, Ltd 1, 794 Ki $1, 356 0 0 | 0 0 
DMP-60 | Falconbridge Nickel eae, te 246 | 6, 645 11, 000 {$11,000 | 12,000 $12,000 
DMP-80 | International Nickel C 24,000 | 21,360 | 24,000 | 21, 360 
D-12095 | National Lead Co.- ace 926 519 | 1,852 1, 037 
D-12205 | Falconbridge Nickel Mines, sy 7 Oa ; , 046 5,810 | 3,719! 8,000 5, 120 
D-18124 | International Nickel Co 3¢ 0 0 0 0 
D-18126 d | 3,768 | 2,355 2,149) 1,743 0 0 
mie \Hanna Nickel Smelting Co.!_.__......-- 2,939 | 4,052 | 10,648 | 9,804 | 17,000 | 15,045 
B-1504 | Nickel Processing Co.?.__...._._.___-- 29, 504 | 14,930 | 28,000 | 14,000 | 40,000 20, 000 
DMP-106 | Nicaro Nickel Co.5_____- 0 0 0 0 0 0 





Subtotal (Public Law 774)_...____| 78, 002 | 59,201 | 82,533 | 62,145 |102,852 | 74, 562 


SCM CONTRACTS (PUBLIC LAW 520) 


Sherritt Gordon Mines, Ltd____.______- 7,766 | 4,082 | 10,000 | 6,325 | 10,000 6, 325 
International Nickel Co --.-------| 9,065 | 5,461 | 12,000} 7,590 | 12,000 7, 590 
C. Tennant Sons & Co “ } 1,102] 1,102 0 0 0 0 


10, 645 22, 000 13,915 22,000 13, 915 


76, 060 124,852 88, 477 


uantities expressed in pounds of nickel in ferro nickel. 
overs operation of Government plant in Cuba. Quantities expressed in terms of nickel contained in 
nickel oxide. Quantity includes sales to industry of 10,170,783 pounds in fiseal year 1955. 
3 Estimates are exclusive of diversions to industry. 
¢ Total excludes reprocessing of nickel scrap generated by AEC and reprocessed for ns ational stockpile. 
5 Government has option to cancel this contract in 1957. In any case production can’t begin before 1959 


Mr. Yates. The International Nickel Co. supplies the bulk of the 
nickel for the stockpile; is that correct ? 

Mr. Prnutey. Yes, sir. 

Mr. Yates. They are the largest operators; are they not? 

Mr. Pinxtey. Yes, sir; they are the biggest operators. 

Mr. Yares. Please supply for the record the amount of money 
which the Government pays International Nickel each year which T 
assume is paid pursuant to a long-term contract ; is it not! 7 

(The information requested follows:) 


Under the Defense Production Act the Government has executed a contract 
with the International Nickel Co. for the purchase of 120 million pounds of 
nickel at a unit price of 88.95 cents per pound. Under this same contract the 
Government will purchase 100 million pounds of copper at 27 cents per pound. 
Deliveries under the contract began in fiscal year 1955 and will continue into 
fiseal year 1959 at the rate of 2 million pounds of nickel per month and 1.667 
million pounds of copper per month. 

Under Public Law 520, the Government has a contract with International 
Nickel Co. for the purchase of 54 million pounds of nickel at market price at the 
time of delivery. Deliveries are at the rate of 1 million pounds per month sub- 
ject to the proviso that up to 500,000 pounds per month may be sold directly to 
industry. 
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The Government has also contracted with the International Nickel Co. under 
the Defense Production Act for processing of Government ore purchased from 
the Sherritt Gordon Co. International Nickel Co. is paid 17.5 cents per pound for 
such processing. Deliveries under this contract will be complete by August 1955. 

Mr. Exuiorr. I think most of the International Nickel contracts are 
relatively short-term, open-market purchases. These other contracts 
including the Falconbridge contract and the Hanna Nickel Co. con- 
tract are long-term purchases bearing premium prices. 

Mr. Yates. Bearing premium prices? 

Mr. Exuiorr. Yes, sir. 

Mr. Yares. What is the term which is used tea describe the purchase 
of nickel, a ton or a pound? 

Mr. Exxiorr. A pound. 

Mr. Yates. How much more do you pay for a pound of nickel from 
Falconbridge and Hanna than you pay for a pound of nickel from 
International Nickel 

Mr. Exniorr. I would have to supply that for the record. 

Mr. Mansvure. You see, that is all in EPS but we can give you that 
information. 

Mr. Yatrrs. What is EPS? 

Mr. Mansvre. That is the Emergency Procurement Service of GSA. 

Mr. Yates. Is that the operation headed by Mr. Walsh ? 

Mr. Mansure. Yes, sir. We have all of that information, but we 
do not have it here. However, we can supply all of that immediately. 

(The information requested follows :) 

Under contract DMP-80 with International Nickel Co. the Government will 
pay $0.8895 per pound of nickel metal, whereas under contract DMP-60 with 
I’‘aleonbridge Nickel Mines, Ltd., the Government will pay $1 per pound of nickel 
metal. The average price the Government will pay per pound of nickel con- 
tained in ferronickel under the Hanna Nickel Smelting contract is $0.8324 per 
pound. This is an average of the following: 2.4, 2.6, 90, and 30 million pounds 
of nickel contained in ferronickel and $1.4385, $1.0739, $0.885, and $0.605 per 
pound of nickel, respectively. 

Mr. Yarrs. Those are long-term contracts? 

Mr. Exxiorr. Yes, sir. 

Mr. Yates. You have a contract with Falconbridge, and a contract 
with Hanna Nickel. Has Hanna Nickel started to produce yet? 

_ Mr. Exxrorr. Mr. Russell advises that they are not in full produc- 
tion. 

_Mr. Russetx. They are certainly not in full-scale production; no, 
sir. 
Mr. Yares. Is there a deadline for production ¢ 

Mr. Exuiorr. I am sure there is, but I do not. remember the date. 

Mr. Yates. How much did the Government loan Hanna Nickel? 
I assume that it is not a grant. I take it, it was a loan? 

Mr. Extiorr. As of March 31, $17,656,000. It is in the nature of a 
loan or an advance payment, repayable to the Government. 


BASIS FOR DETERMINING UNIT COST OF MATERIALS THAT ARE SOLD TO THE 
STOCKPILE 


Mr. Mepxey. I would like to mention one thing, Mr. Yates, however, 
and that is in connection with these premium prices. These long- 
term contracts are under the authority of the Defense Production Act, 
and are financed by this borrowing authority authorization in that 
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act; when the metal is delivered, it is taken into what we call the 
Defense Production Act inventory. Then, when it is sold to the stock- 
pile, all sales to the stockpile are at cost or the current market price, 
whichever is lower. If there is any loss or any subsidy payment, it is 
reflected in the borrowing authority account. The point I am trying 
to make is this: We are not using stockpile appropriations to pay 
over market prices. 

Mr. Yates. You are not using any appropriations, are you ’ 

Mr. Mepiry. Yes. We use the stockpile appropriation for pur- 
chases from the DPA inventory and the open market. 

Mr. Yates. Who audits that setup? We do not check it in this 
committee; do we? Wedo not have anything to do with that revolv- 
ing fund; do we 

Mr. Osrertac. The General Accounting Office audits the transac- 
tions; does it not? 

Mr. Yates. Presumably, this subcommittee has cognizance of that 
fund. This subcommittee is supposed to check the whole program, 
but what actually happens is that you come in and tell us only the 
amount of money you have spent from that fund; as a matter of 
fact are you not required even to do that ? 

Mr. Mansure. Every year there has been some questioning on the 
program. 

Mr. Yates. You really do not ask us for an appropriation, do you? 

Mr. Mansure. That is correct, sir. 

Mr. Tuomas. This is what is known as a Treasury authorization. 


LOSSES ASSUMED BY THE DMPA AUTHORIZATION ACCOUNT 


Mr. Yates. Can you tell us how much money the Government has 
lost through this process of charging to loss costs over and above 
world market prices since the program has begun? 

Mr. Meptey. I think so. 

Mr. Yates. Furnish us that information, first, on nickel. 

Mr. Mepiey. I do not believe I can furnish it for a commodity, sir. 

Mr. Yates. Is the information which you have a total of all com- 
modities ? 

Mr. Meptey. This is the total of all commodities; yes, sir. 

Mr. Yates. On all commodities / 

Mr. Meptery. Yes, sir. Mr. Yates, we have that condition in regard 
to asbestos, manganese, low-grade zinc, and lead. 

Mr. Mansvre. We are also paying a premium on copper. 

The reason for these premium prices on these nickel contracts is 
the cost of production on low-grade ore. 

Mr. Yares. We are not paying a premium on copper at today’s 
price; are we? 

Mr. Mansvure. Well, we were. That is what the fuss was about. 

Mr. Yates. That is right. 

Mr. Mansvre. Off the record. 

(Discussion off the record.) 

Mr. Meptey. On this total program which we have broken down 
as between rubber, minerals, metals, and machine tools, the Govern- 
ment has lost from December 29, 1950, through March 31, 1955, 
$114,057,568. That figure is composed of a profit of $7,062,000 on the 
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rubber program when we were the exclusive buyer of rubber. There 
is a loss of $117,391,000 on metals and minerals and a loss of $3,728,000 
on machine tools. 

Mr. Tuomas. That is in your regular justification for 1956. One 
of the biggest items in there involves your losses on fats and oils. 

Mr. Mepiey. That is done under the stockpiling appropriation, 
Mr. Chairman, rather than the Defense Production Act, and would 
be carried in the stockpile accounts. This is only the status of the 
borrowing authority revolving fund, made available to GSA under 
the Defense Production Act. 

Mr. Tuomas. You mean that is not the same loss which you carry 
each year under your stockpiling operation ? 

Mr. Meptry. No, sir. 

Mr. THomas. That is in addition ? 

Mr. Meptey. Yes, sir. 

Mr. Yates. What is the loss on the stockpile for that period? Do 
you have that information ? 

Mr. Mepiry. Each year we rotate certain materials into the stock- 
pile because they become deteriorated as a result of age. On rubber 
and fats and oils last year I think we expected to sell or get about $65 
million for the materials we sold and it would cost us about $75 
million to replace those materials into the stockpile. 

So, there was included in our appropriation request an item of 
about $10 million for that difference. 

Mr. Tuomas. Mr. Yates and I are interested in why you keep two 
separate accounts on your losses, one for the revolving fund and one 
under your stockpiling operation; your stockpiling money does not 
come from your revolving fund. 

It is an appropriated fund. 

Mr. Meptey. That is under the requirements of the General Ac- 
counting Office and the Treasury Department. 

Mr. THomas. How do you separate the two losses ? 

Mr. Meptey. Well, it is just like separating the losses of two de- 
partments. 

Mr. Tuomas. You just arbitrarily throw this one into this account 
or throw this one to this account, or how do you arrive at it? 

Mr. Meptey. It is based upon the actual transactions. It is just 
like the difference between the furniture department and the china 
department down at Woodward & Lothrop’s. The purchases and 
sales in the furniture department are recorded in that account, and 
the purchases and sales of the china department are recorded in that 
account. 

Mr. Yates. Your stockpiling program is worked through your DPA 
fund? 

Mr. Meptry. Yes, sir, in part. 

Mr. Yates. And, the fund pays the world market price or the 
contract price? 

Mr. Meptry. The stockpile appropriation pays the cost of the 
market, whichever is less. 

Mr. Yates. The difference in actual cost to the Government is either 
charged as a profit or a loss to the fund? 

Mr. Mepiey. To the “Borrowing authority” account; yes, sir. 
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FREEPORT SULPHUR PILOT PLANT RESEARCH IN NICKEL EXTRACTION 


Mr. Yates. I happened to look at Poor’s Index on Freeport Sulphur, 
and I noticed an item which says as follows: 

Freeport planned to complete in the fall of 1955 near New Orleans at Gov- 
ernment expense a fully integrated pilot plant to treat 50 tons of ore daily, for 
testing a process to extract nickel and cobalt from Nicaro’s ore bodies at Moa 
Bay. If successful, Nicaro would construct a commercial plant with an annual 
capacity of 30 million pounds of nickel and 3 million pounds of cobalt. Agree- 
ment With the Government provides that if the commercial plant is built and 
the Government proceeds with its commitment, it will buy up to 150 million 
pounds of nickel and 15 million pounds of cobalt. 

Tell us the nature of the contract which you have with the Freeport 
Sulphur Co. Did you negotiate that contract ? 

Mr. Mansure. No, sir. 

Mr. Yates. Who negotiated this contract ? 

Mr. Mansure. This contract was negotiated by EPS, a division of 
GSA, 

Mr. Exxiorr. The contract is dated, I believe, sir, in May 1954. 

Mr. Yates. That would be after the Korean war? 

Mr. Mansure. Yes, sir. This was just last May a year ago. 

Mr. Yates. What is the reason for this contract with the Freeport 
Sulphur Co. In the other contracts the Government has subsidized 
the metal companies because of the needs of the defense program. 
What is the reason for this one? 

Mr. Exxiorr. In brief, sir, it goes something like this: 

Freeport made a proposal for a commercial-type full-scale plant 
on a new and untested process. That is to say, it had never been 
tested outside of the laboratory. They wanted as a condition on that 
in agreement that the Government would underwrite the supply and 
pay costs of production up to a dollar a pound, as a ceiling. 

The Office of Defense Mobilization, after considering it, concluded 
that it was better to go into a pilot plant first and then if the pilot- 
plant operation proved the commercial feasibility, to go into a full- 
scale commercial production. So, two contracts were signed. One 
contract is a pilot-plant contract, with the pilot plant being located 
in the United States, and the Government is putting up the money for 
the pilot plant. 

Mr. Tuomas. How much? 

Mr. Yates. $7 million ? 

Mr. Exxiorr. I think it is $6,250,000. 

Mr. Yates. Is that concluded yet ? 

Mr. Exxiorr. It is now under construction, but I believe it is not 
completed. 

Mr. Russety. To the best of my knowledge, it is not completed. | 

Mr. Yares. Did we appropriate any money out of this subcommit- 
tee for that purpose? 

Mr. Extiorr. No, sir; this came, also, from the borrowing authority. 

Mr. Tuomas. It is that iniquitous thing known asa Treasury author- 
ization. 

Mr. Exuiotrr. There is also a production contract with Freeport 
which is contingent as to its effect on the success of the pilot plant. 

Mr. Yates. Suppose it succeeds? What does the Government get 
out of it? 
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Mr. Ex.iorr. What the Government gets is a facility in being. 

Mr. Yates. Do you mean the Government would own that pilot 
plant ? 

Mr. Exxiorr. No; it would not own it, but there would be a facility 
in being. ; 

Mr. Yares. It would be owned by the Freeport Sulphur Co. ? 

Mr. Exxiorr. Yes, sir; it would be owned by the Freeport Sulphur 
Co., but would be a plant capable of production. 

Mr. Tuomas. And paid for by the taxpayers of the United States. 

Mr. Exxiorr. No, sir; the commercial plant would not be paid for 
by the taxpayers. 

Mr. TxHomas. I am talking about the pilot plant. Would the Govy- 
ernment get its investment back ? 

Mr. Exuiorr. No, sir. 

Mr. Tuomas. In other words, the Government just gave them $6 
million for an experiment ? 

Mr. Exxiorr. The Government has salvage rights. 

Mr. THomas. On the plant? 

Mr. Extiorr. Yes, sir; on the plant. 

Mr. THomas. Suppose the plant is successful. Does the Govern- 
ment get anything then ? 

Mr. Exxtorr. No, sir; except if it is successful and they go ahead, 
we then get the rights to the production under the commercial plant. 

Mr. Tuomas. You get the rights to the production ? 

Mr. Exxiotr. Yes, sir. 

Mr. Tuomas. Are you stating in effect to the committee that the 
Government is committed to buy the production ? 

Mr. Exxrorr. It is committed to buy some. 

Mr. Tuomas. Sure, ata dollar a pound. 

Mr. Exxiorr. It has an Tp to buy more. 

Mr, Tuomas. What would be required ? 

Mr. Meptry. 75 million pounds, I believe. 

Mr. Exxiorr. I would have to refer to the contract. I have it here 
with me. 

Mr. Tuomas. Up toa dollar a pound ? 

Mr. Yates. How much do you pay for nickel now ? 

Mr. Exuiorr. The Government is committed to buy 75 million 
pounds. 

Mr. Yates. At what price? 

Mr. Extaorr. It is at the market price, except with respect to the 
first 15 million pounds. On the first 15 million pounds if the market 
price is less than 75 cents a pound, the price shall be the market price 
plus 15 cents per pound, but not beyond 75 cents. Thereafter, the other 
60 million pounds is at market price. 

Mr. Mansvre. What happened was that at the time the market. price 
was about 60 cents, and they wanted to sell it for 75 cents, and that 
is where you get the 15 cents plus the price of 60 cents. 

Mr. Yares. Over what period of years is the Government required 
to purchase ¢ 

Mr. Exxiorr. It is to be delivered on or before June 30, 1963, at the 
rate of 1.25 million pounds per month, commencing in January, 1959. 

Mr. Yates. Was there a tax-amortization certificate issued in con- 
nection with that program ? 
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000 at 80 percent. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Yates. What other contracts of that type have been entered into 
by the Government organization which executed that agreement ? 

Mr. Exxiorr. You mean with respect to nickel or with respect to 
other things ? 

Mr. Yates. With respect to other metals. 

Mr. Etxiorr. Do you mean of this type of pilot plant, plus the 
contingent production ? 

Mr. Yates. What other contracts have been executed under the 
terms by which the Government is buying a pilot plant from a com- 
pany ? 

Mr. Mansvre. I do not think of any others except in regard to 
titanium. 

Mr. Tuomas. That is in your emergency procurement program. 

Mr. Exxrorr. I do not know of any. 

Mr. Yates. You stated a few moments ago that EPS negotiated this 
contract. 

Mr. Etxiorr. Yes, sir. 

Mr. Yates. Who gave EPS orders to negotiate it? 

Mr. Mansvure. ODM does. 

Mr. Yates. Mr. Walsh just does not negotiate this contract out of 
the blue; does he / 

Mr. Exuiorr. No, sir; it is a delegated authority. Here is how it 
works: 

GSA has authority under the Executive order to make contracts for 
the purchase and commitments to purchase metals and minerals. That 
authority is exercisable only pursuant to programs approved by the 
Office of Defense Mobilization. 

Mr. Tuomas. That is right. 

Mr. Extniorr. ODM having approved this program, then GSA 
negotiates. In this case, this specific contract, the authority for dele- 
gation runs from Mr. Mansure as Administrator to Mr. Walsh as 
(‘ommissioner, and in turn it ran from Mr. Walsh to Mr. Gumbel who 
was head of the Materials Division at that time, and his assistant, 
Mr. Ford. 

Mr. Yares. Was Mr. Walsh told to construct a pilot plant for the 
l'reeport Sulphur Co. by ODM? 

Mr. Exiiorr. That was in the approved ODM program; yes, sir. 

Mr. Yates. And, also to negotiate this type of contract with them ? 

Mr. Exniorr. Yes, sir; the general type of contract. I would not 
profess to say that ODM set up in this program all the terms, but 
the general skeleton of the arrangement was set up in the ODM pro- 
eram. That directive ran to GSA and it, in turn, ran to Mr. Walsh. 

Mr. Tuomas. It should be made clear in the record at this point 
that the General Services Administration is no more, and no less, 
than a service agency for the Office of Defense Mobilization, and you 
do not move a peg until you are told by the ODM to move. 

Mr. Mansvre. That same situation applies to the expansion of 
Nicaro. We do that on the direction of ODM. 

Mr. Tuomas. We have not gotten into the expansion phase of the 
Nicaro operations as yet. 
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Mr. Yates. This is supposed to be a part. of the expansion program 
for nickel; is it not? 

Mr. Mansoure. Yes, sir. 

Mr. Yates. That is, the pilot plant, and the contract after that? 

Mr. Mansure, Yes, sir; the overall program. 


NICKEL CONTRACTS UNDER DMPA EXPANSION PROGRAM 


Mr. Yares. Are there other companies than the Freeport Sulphur 
Co. which are engaged in the nickel expansion program and also other 
than Falconbridge and International Nickel and others which are 
normally in the field ? 

Mr. Mansvure. We have the Hanna operation. 

Mr. Yates. Hanna is also one of those in this program ? 

Mr. Mansvre. Yes, sir. 

Mr. Yates. Does Hanna have a contract—firm contract—with the 
Government under the terms of which at such time as construction 
is completed and production comes in, the Government will buy a 
certain amount of metal from them ? 

Mr. Exxiotrr. That is correct, but I do not have the contract here with 
me, and I am not familiar with the terms as to the amounts that are 
involved. I did not personally negotiate it. 

That was negotiated in DMPA. However, I can get it and supply 
it for the record. 

Mr. Yates. Was that done upon instructions from the Office of De- 
fense Mobilization also ¢ 

Mr. Exxiorr. It was my understanding that it was, sir, but I would 
have to verify that because I do not have personal knowledge of that. 

Mr. Yates. What other companies are involved ? 

Mr. Exxiorr, We also have a contract with National Lead at Fred- 
ericktown, Mo., for the production of nickel, copper and cobalt. 

Mr. Yates. What is the nature of that contract ? 

Mr. Exxiorr. Mr. Russell can give you that information. 

Mr. Russetu. That was a contract to construct with funds provided 
by the Government a plant in which there would be processed, I believe, 
certain tailings, containing relatively small quantities of cobalt, nickel, 
and copper, using the adaptation of a rather novel process, a chemical 
process; whereas, the normal process in the reduction of metals is 
smeltering. 

Mr. Yates. Is this pilot-plant idea new ? 

Mr. Russe... It is not. 

Mr. Yates. Was there a pilot plant constructed under this? 

Mr. Russe. No, sir. 

Mr. Botanp. When was this contract entered into ? 

Mr. Exxiorr. October 4, 1951. 

Mr. Botanp. Had National Lead engaged in the process of explor- 
ing for nickel before ? 

r. Russety. The tailings I think resulted from the mining of ores 
by National Lead but, of course, National Lead was primarily inter- 
ested in lead and zinc. To the best of my knowledge, and this is simply 
an opinion, I do not know that National Lead had ever engaged in 
nickel production. 
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Mr. Yates. The Government has this contract with National Lead 
under the terms of which it put up money for National Lead to go into 
this field. How much money was involved ? 

Mr. Russexx. $7.5 million at this time, and National Lead has, per- 
haps, between $2 and $3 million itself in it. 

Mr. Mansure. They also want additional funds also. 

Mr. Russett. We have had difficulty with the process. 

Mr. Yates. They want some additional funds from the Govern- 
ment ¢ 

Mr. Russe. Yes, sir; which we have not given them. 

Mr. Borann. What is the contract with the Hanna Co.? Is that a 
$17 million contract ? 

Mr. Exuiorr. Yes, sir. 

Mr. Botanp. How much did they invest themselves ¢ 

Mr. Exxiorr. I do not know. 

Mr. Botanp. Does anyone know how much Hanna invested ? 

I think, maybe, we ought to get Mr. Walsh up here. I asked them 
how much had been invested. They pointed out that National Lead 
had invested $3.5 million of its own funds in this plant which they 
are constructing, along with $7.5 million that the Government had 
loaned them, orhed put up for them. 

Mr. Russett. Which the Government had furnished them. 

Mr. Exiorr. It is an advance payment in the nature of a loan. 

Mr. Botanp. Is that advance payment made on nickel to be de- 
livered in the future? 

Mr. Extiorr. On nickel, cobalt, and copper. 

Mr. Tuomas. They cannot lose anything. It is ona production basis. 
Suppose production does not come in. What happens to that money ? 

Mr. Exxriorr. It is repaid. 

Mr. Botanp. How? 

Mr. Exxrorr. In money. 

Mr. Yates. Is that part of the contract ? 

Mr. Etxrorr. Yes, sir. 

Mr. Yates. Now, they want more money from the Government ? 

Mr. Mansvre. Yes, sir. 

Mr. Yates. How much more do they want ? 

Mr. Mansure. Approximately up to $10 million, but that is a very 
debatable figure and that is the reason why we have not granted it 
to them. 

Mr. Yares. Is this a decision that is to be made by the Office of 
Defense Management also? 

Mr. Mansvre. It is a decision to be made principally by GSA, but 
we want them to prove the process. 

Mr. Yates. You say “principally by GSA.” What do you mean? 
Does ODM figure into that decision at all? 

Mr. Mansvre. ODM gives them instructions to go ahead with it, 
but it is a GSA responsibility to actually carry on the negotiations. 

Mr. Yates. To carry on the negotiation for the additional amount 
of money ? 

Mr. Mansvre. I think even for the additional amount of money it 
would be the same, because we are supposed to deliver the nickel. 

Mr. Yares. Is there a tax-amortization certificate under that con- 
tract also? 
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Mr. Mansure. Yes; a tax-amortization certificate has been issued 
under this contract for $12,085,440 at 90 percent. 

Mr. Yates. ODM gives directions on that also; does it not? 

Mr. Mansvre. Yes, sir. They figure on the basis of the program 
from the very beginning. 

Mr. Tuomas. They actually write the certificate of amortization. 
You do not do that? 

Mr. Mansure. If the committee would like, we can make that in- 
formation available to you immediately. We could go ahead with 
the rest of this testimony and we will have that information over here 
before the hearing is completed. 

Mr. Yares. That is fine, but I think the committee would be in- 
terested in all the details of this metal program including all the con- 
tracts which you have. What else do you have besides the National 
Lead contract ? 

Mr. Exn.iorr. Offhand, I do not recall anything. However, we can 
have that information for the record. 

Mr. Yates. All right. 

Mr. Pinkxiry. There is one other company. 

Mr. Yares. There is another company 4 

Mr. Pinxtey. It is not under contract, but they have nickel ore 
holdings in Cuba, and they are doing their own experimental project. 

Mr. Yates. That is unusual; is it not ? 

Mr. Mansure. Yes, sir; and it involves Bethlehem Steel. They have 
not asked for any Government help. 

Mr. Yates. They have not asked for any Government help ? 

Mr. Mansure. No, sir. 

Mr. Yates. That is being done independent of the United States 
Government? That is quite unusual. 

Mr. Mansure. Can I explain this? This is purely hearsay, and is 
based upon what I have been told. The properties are really iron- 
producing properties, but they feel that there is a great deal of nickel 
available. They originally wanted to have this as supplemental to 
the iron ores in the United States. They have approximately 100 
people engaged in this operation and once a year they ship out a boat- 
load of metal in order to keep the thing going, and that operation has 
been carried on for many years. 

It is really dormant, but it would be a source of supply in case of 
en emergency—another source of supply—and then it would be Gov- 
ernment funds involved probably but I imagine that is so. 

Mr. Yares. Mr. Mansure, we have 78 critical and strategic mate- 
rials? 

Mr. Mansvre. Yes, sir. 

Mr. Yates. We have a program for the expansion of the procure- 
ment of metals under which we are financing expansion by certain 
companies ¢ 

Mr. Mansvre. Yes, sir. 

Mr. Yates. The aluminum-expansion program was killed. I think 
the proposed aluminum expansion which was to take place in 1953 
was killed. 

Mr. Mansure. Yes, sir. 

Mr. Yares. Are there any other expansions which are going on 
under contracts similar to those which you have just testified about 
in the nickel industry ? 
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Mr. Exvuiorr. We have the titanium contracts. 
Mr. Yares. Is that the only one? 


TITANIUM PROGRAM 


Mr. Mansure. Outside of titanium, there is no large program. 
There is no substantial program which I can think of. 

Mr. Yates. What is the titanium program? Is that in addition 
to the nickel contracts? What are its details? 

Mr. Mansure. No. In this case that has been the extraction proc- 
ess whereby they expect to get both cobalt and nickel. 

Mr. Exxiorr. We have some contracts with Canada through arrange- 
ments with the Canadian Department of Defense Production for Cana- 
dian Cobalt. We also have premium price program which is analo- 
gous to titanium and about the only program current. We are not 
presently making any more contracts on titanium. 

Mr. Yates. Has the Office of Defense Mobilization instructed or 
suggested that GSA make any other metal contracts of this type re- 
cently ¢ 

Mr. Mansvure. No; and they are holding up the titanium program 
until they can review it. The entire titanium program is being re- 
viewed by the Office of Defense Mobilization. 


HANNA NICKEL PRODUCTION 


Mr. Yates. When is the production of the Hanna nickel supposed 
to begin ¢ 

Mr. Exxitorr. I will have to supply that later, sir. 

Mr. Mansvre. It is supposed to come in in 1959; is it not? 

Mr. Yates. Will you please supply that information for the record ¢ 

Mr. Extrorr. Yes, sir. 

(The information requested follows :) 

Production began early in calendar year 1955. Production is scheduled to reach 
the rate of 17 million pounds per year by January 1956. 

Mr. Yates. Is Hanna meeting their contract requirements? 

Mr. Ettiorr. They are on schedule. 

Mr. Yates. What was the date of the Hanna contract? Was it in 
the fall of 1952? 

Mr. Exxiorr. I know the negotiations went on through the fall of 
1952, and perhaps, even into the early winter of 1953. I imagine that 
could be anywhere from September 1952 over into 1953. 

The actual date of the contract could be anywhere from October 
1952 to January 1953. 

Mr. Yates. I would like to turn to this article here. I assume you 
were through, were you not, Mr. Elliott ? 

Mr. Extiorr. I would like to make one last comment on that nickel 
situation. 

Mr. Yates. All right. 

Mr. Exuiorr. The nickel situation is such that these contracts are 
the only way that we could get this low-erade high-cost nickel out with 
resulting high cost to the Government, substantially more than the 
Nicaro nickel. 

Mr. Yates. Why is the Government doing that ¢ 
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Mr. Exxiorr. Because that is the only place to get it. 

Mr. Mansvre. There is the question of speed which is involved in 
this whole program. 

Mr. Yates. You mean for the stockpile ? 

Mr. Mansvre. Yes. . 

Mr. Yates. Then why was delivery diverted ¢ 

Mr. Mansvure. The only reason for diverting it is because if you 
do not divert some of this you are going to throw a lot of people out 
of work, and there is a great cry from the civilian economy at the pres- 
ent time for aluminum, nickel, and copper, and, of course, that has been 
aggravated in the case of copper by the strikes that we have had. 

Mr. Tuomas. Both in Chile and in this country. 

Mr. Yates. How much do you have in the DPA inventories? That 
is a part of it, is it not / 

Mr. Meptry. In the DPA inventory we had as of March 31, 1955, 
3,806,000 pounds. 

Mr. Yates. Three million ? 

Mr. Meptey. Yes. That is in terms of powdered nickel oxide. Mr. 
Pinkley what would that volume be converted into nickel ? 

Mr. Pinxiey. What is that? 

Mr. Mepiey. What is your ratio of powdered nickel oxide to pounds 
of nickel content ¢ 

Mr. Prnxirey. Powdered oxide is composed of 77.6 percent nickel, 
approximately three-quarters. 


COST OF EXPANSION PROGRAM 


Mr. Yates. We have an expansion program at Nicaro which is 
going to cost us how much, $13 million ? 

Mr. Mansvre. Approximately $43 million ? 

Mr. Yates. $43 million ? 

Mr. Mansvure. Yes. 

Mr. Yates. We are in the middle of that now. When did you start 
the expansion program ? 

Mr. Prnxtey. Last October was the actual start of the work. 

Mr. Yates. When will it be completed ¢ 

Mr. Prnxtey. In October of 1956. 

Mr. Tuomas. You do not mean to say that the expansion is going 
to cost $43 million over and above the $13 million ? 

Mr. Mansvure. Yes, sir. 

Mr. Tuomas. Where did you get the other $30 million ? 

Mr. Meptey. That was for the reactiviation of existing plant. 
The expansion program was authorized by ODM under the Treasury 
authorization. 

Mr. THomas. Over and above the two amounts in 1951 ? 

Mr. Mansvre. Yes. 

Mr. Txomas. Do you mean that you have $30 million more? 

Mr. Yates. Ws have $43 million. 

Mr. Tuomas. Now you have had $13 million and you will need 
$43 million in addition to that ? 

Mr. Mansvre. When? 

Mr. Mansvre. In September 1953. 

Mr. THomas. Did Congress ever approve it ? 
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Mr. Exuiorr. Again it is under the Treasury authorization. 

Mr. Tuomas. The answer is no. 

Mr. Exuiorr. However, that nickel program has been reviewed. It 
was reviewed in the previous Congress by the Joint Committee on De- 
fense Production. 

Mr. OsrertaG. Will you yield for a question / 

Mr. Yates. Yes. 

Mr. Osrerrac. That was transferred, was it, from the two-billion- 
and-some-odd dollars from the President’s fund ? 

Mr. Mepiey. Yes. 

Mr. Yates. What was your original construction termination date, 
or completion date ¢ 

Mr. Pinxiey. There has been no date established, except under our 
estimates of the time and its completion it will take approximately 2 
years to complete it from last October. 

Mr. Yates. What will the Government get for the $13 million and 
the $43 million ¢ 

Mr. Pinxtey. The $13 million is already in here, and we are now 
talking about $43 million. 

Mr. Yates. Yes, but what will the Government get for the $56 mil- 
lion? Is it not $56 million that is being spent ? 

Mr. Prnktey. 49 million pounds. 

Mr. Yates. Actually you are only spending $43 milloin for continu- 
ing expansion, and $13 million to reactivate the present plant ? 

Mr. Mepiey. We have $48 million, and there is $47 million more in 
the expansion, a total of $90 million. 

Mr. Osrerrac. With this additional money, that would be the total 
investment in capital outlay for the operation of this plant ? 

Mr. Meptey. Yes, sir. 

Mr. Mansure. We have had requests to either lease or buy these 
properties, but we are not yet in a position to evaluate the properties 
until the expansion program is completed, in order to appraise what is 
behind a number of their goings on, and to decide whether it is proper 
to either lease or sell this Government property. 

Mr. Yates. Will you explain that again, please? 

Mr. Mansvre. Well, private industry would like to either rent or 
lease or buy it. 

Mr. Yates. Yes. 

Mr. Mansvre. And I take the position—— 

Mr. THomas. You mean now that you are fixing to close down the 
plant ? 

Mr. Mansvre. No. 

Mr. OstertaG. I think we should have that point. 

Mr. Yates. That is why I asked for an explanation. 

Mr. Mansvre. It is the principle of Congress to get the Govern- 
ment out of all private business wherever it is advisable to do so. I 
take the stand that when you are selling something you have to know 
what you are selling. We are spending $43 million in the expansion 
of this property. We do not know vet what that will produce, and 
we will not be in a position to know until the expansion is completed. 
We do not know yet what that will produce. We estimate that it 
will produce about 49 million plus pounds of nickel. 
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Mr. Yates. Would it have been better to sell the plant before you 
spent the $43 million ? 

Mr. Mansure. No, because we are going into an expansion program. 

Mr. Yares. No, would it not be better to sell the plant before you 
spend this $438 million ? 

Mr. Mansvure. Well, we are already in the program of building, we 
are right in the middle of it now. 

Mr. Yates. But you must have appraised at one time the question 
as to whether or not you ought to sell the plant before you undertook 
the expansion program. Did you not do that? 

Mr. Mansvre. No; that was not done because it was all rush. In 
other words, this expansion program had to be carried on at once, and 
it was questionable as to what tvpe of financing private industry could 
do to carry it on. 


Mr. Yates. Yes. 
CLAUSE IN NATIONAL LEAD CONTRACT RELATING TO LEASE OF NICARO PLANT 


Mr. Mansure. Now, there is a controversial agreement in National 
Lead’s contract, an agreement that they have the right to negotiate 
on a lease of this property up to December 1, 1956. 

Mr. Yates. To negotiate a lease on it / 

Mr. Mansvure. Yes; to negotiate a lease, not to purchase it, only to 
lease the property. 

Mr. Yates. They have the right to negotiate a lease on this property 
up to 1956 ¢ 

Mr. Mansvure. Yes, up to December 1, 1956. 

Mr. Yates. Does this mean that their option to negotiate a lease will 
expire in 1956, or that their lease will expire in 1956? 

Mr. Mansure. No; to negotiate for the lease. 

Mr. Yares. Without knowing what the terms of this lease might be? 

Mr. Mansvure. No, that will be a question of negotiation. 

Mr. Yates. Suppose the Freeport Sulphur Co. comes in and offers 
you a better deal than National Lead does % 

Mr. Mansure. Well, that is a question that the attorneys differ on. 
National Lead claims that they have the sole right to negotiate for a 
lease on these properties until December 1, 1956. 

Mr. Yates. Well, suppose you do not enter into a lease with them? 

Mr. Mansure. Then they lose that right. That poses an additional 
difficulty. Of course, they want to negotiate before they lose it. That 
does not apply to the sale of the property, only to the lease of it. 

Mr. Osrertac. Mr. Mansure, what industries want to lease, rent, or 
purchase this property, just the one ? 

Mr. Mansure. To date we know that Freeport and National Lead 
have shown an interest in leasing the property. 

Mr. OsrertraG. They are already involved; it is not a case of com- 
petition from the outside; is it ? 

Mr. Mansure. That is right. 

Mr. Yates. Are there any other companies which might be prospec- 
tive lessees ? 

Mr. Mansvure. There might be. We have not explored it yet be- 
cause we do not know what the production will be after the expansion 
is completed. 
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Mr. Yates. You have to wait until you finish your expansion pro- 
gram ¢ 

Mr. Mansure. We feel that we have to wait until we are far along 
enough with that to evaluate the property properly. 

Mr. Yarrs. W hat is the date of the completion of your expansion 
program ‘ 

Mr. Mansure. October 1956. 

Mr. Yares. Then, to all intents and purposes the National Lead 
Co.'s option for a lease does not mean anything. You do not propose 
to negotiate a lease until you get your plant ready and will not know 
whether you want to make a lease until next year anyway ¢ 

Mr. Mansvure. That is right. We will probably give them the 
opportunity to present an offer after the first of the year. 

Mr. Yares. Yes; but you will do that for a lot of other companies; 
will you not ¢ 

Mr. Mansvure. No; not according to this agreement. 

Mr. Yates. You mean that you are tied up so that you cannot 
negotiate a lease on the open market with any American industry 
that may be interested in operating this plant / 

Mr. Mansvre. That is their contention. 

Mr. Yates. Whose contention / 

Mr. Mansvure. The National Lead Co.’s contention. 

Mr. Yarrs. What is the contention of the Government attorneys / 

Mr. Mansure. Mr. Elliott, will you explain the suggestion which 
was made to both companies ? 

Mr. Exxiorr. Let me say first for the record that I had nothing to 
do with the drafting of amendatory letter No. 9. 

Mr. Mansvre. I do not think that anybody here did. 

Mr. THomas. Who did? 

Mr. Exxrorr. In January 1953, the actual legal work was done by 
attorneys independent of my office. 

Mr. Tuomas. Who did it ? 

Mr. Exxiorr. The work, sir ? 

Mr. THomas. Yes. 

Mr. Exxiorr. : was done by a gentleman by the name of —— 

Mr, Tuomas. I do not care for his name. Under whose j jurisdiction 
was he? 

Mr. Exniorr. He was under Mr, Larson’s jurisdiction. 

Mr. Yates. Was this an amendment to the original contract by 
which the National Lead Co. came in as management of the Nicaro 
plant ? 

Mr. Exuiorr. That is correct. 

Mr. Yares. This is an amendment to the original contract / 

Mr. Exuiorr. Yes. 

Mr. Yates. When was the original contract made between GSA 
and National Lead ¢ 

Mr. Exniorr. In January 1951. I think that is correct. 

Mr. Yares. This is an amendment to an existing contract between 
the Government and the National Lead Co., and in January 1953, for 
no apparent reason at all an option was given to the National Lead Co. 
to be given first consideration for lease to the property when the opera- 
tions contract expired in 1956. What is the consideration for that 
option ? 





68 


Mr. Exsiorr. There had been in the original contract an option per- 
mitting the Nationa] Lead Co. to submit a proposal to lease the facil- 
ities within 11 months after the commencement of operations. That 
11 months was to expire, I believe, in 1953. 

At that time they extended the management agreement for another 
3 years, and also added in this an enlarged provision relating to the 
negotiation of a lease. 

Mr. Yares. Is this within the authority of the General Services Ad- 
ministrator without reference to any other Government agency ? 

Mr. Exxiorr. That brings in another complication in governmental 
structure, Mr. Yates. 

Mr. Tuomas. And if the National Security Council and the Joint 
Chiefs of Staff say we do not need the product of this property, then 
the contract is not worth the paper it is written on, is it ? 

Mr. Exuiorr. Yes, sir. This is a national industrial reserve plant 
and in the case of such plants we are authorized to sell or to lease them 
as authorized by the Secretary of Defense. So, therefore, any lease 
or sale would have to be as authorized by the Secretary of Defense. 
It does not appear that this option agreement was authorized by the 
Department of Defense. They did not act on it. 

You asked me, Mr. Yates, a specific question about the governmental 
attorneys. I will be very frank with you about it, and I would like to 
submit this clause for the consideration of the distinguished attorneys 
of this committee. In our own office we had a meeting with 6 lawyers 
present, and we came up with 3 different conclusions as to what this 
language meant. It is a very ambiguously worded clause, and we now 
have an extensive research job going on on it. After we have reached 


our conclusions on it, it is my purpose, with Mr. Mansure’s approval, 
to submit it to the Department of Justice for an advisory opinion. 
Mr. Yares. Do you have any construction of it? 
Mr. Tuomas. What is the clause that is giving you all that trouble? 
Mr. Exxiorr. I will read it, sir. 


At any time prior to December 1, 1956, the manager shall have the right to sub- 
mit to the Government a proposal or proposals to lease the plant or facilities. If 
a lease contract acceptable to the Government cannot be negotiated prior to 
December 1, 1956, then the Government shall be at liberty to offer the plant or 
facilities for sale or lease, effective as of the expiration of this agreement, to 
others on such terms as the Government deems appropriate. At any time during 
the term of this agreement the Government shall have the right to submit to you 
a proposal or proposals to lease to you said facilities, and you agree to negotiate 
in good faith with the Government to the end that a mutually acceptable lease 
agreement may be reached, which lease agreement may be coupled with a produc- 
tion contract wherein you agree to produce for the Government or for industry, 
and you are given the right to a guaranteed market for such production in the 
form of a right to tender unsold quantities thereof to the Government on mutually 
agreeable terms and conditions. 


Mr. Yates. This is like the ever full granary, is it not ? 

Mr. Exxiorr. I will be frank with you, that I do not know offhand 
what the answer to that is. Some attorneys on my staff think it is 
invalid under the old opinions which say that to have a binding option 
you must have either a determined price or a formula to determine it. 

Mr. Tuomas. There are too many “mutually agreeds.” The only 
thing that you will agree to do is to sign here. 

Mr. Ostertac. How many plants and industries under GSA’s juris- 
diction would fall into the category of such a complicated arrangement 
set up in the no man’s land here? 
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Mr. Mansvre. This is the only operating one that we have now that 
would even come near that. 

Mr. Yates. Have you had any instructions from the White House 
or ODM to negotiate a lease for this plant with the National Lead Co. ? 

Mr. Mansvre. No, sir; none at all. 

Mr. Botanp. Did I understand you to say that ODM did not 
authorize this amendment? 

Mr. Exxiorr. No, sir; what I said was that this is a national indus- 
trial reserve plant and leases or sales of them must be first authorized 
by the Secretary of Defense. In this case the approval of the Secre- 
tary of Defense was not obtained. 

Mr. Botanp. I wonder if he was aware of the fact that that was 
being entered into? 

Mr. Exxiorr. There is correspondence on it back and forth. 

Mr. Yares. What is the date of that amendment ? 

Mr. Exurorr. January 23, 1953. 

Mr. Yates. When did Mr. Larson leave / 

Mr. Exxiorr. He resigned on January 29, 1953. 

Mr. Mansvure. He explained that this was drawn up because he felt 
it was to the best interest of the Government to do so, and there is 
some evidence to substantiate that, except on the question of whether 
this leasing arrangement and extension of the contract was good 
judgment. I am not even going to express an opinion on that. 

Mr. Extiorr. It was accepted by National Lead on January 29, 19553. 

Mr. OstertTaG. You mean on this proposed proposition of leasing 
the land or selling the whole plant, is that what you refer to? 

Mr. Mansure. No; the extension of the management contract. I 
have expressed no view on this at all because I do not know what they 
are talking about in this agreement. I do not know whether they are 
talking about apples, oranges, or what they are talking about. 

Mr. Yates. Have you submitted this contract to the White House 
for construction ? 

Mr. Mansvure. No; not at all. We asked each of these two 
companies 

Mr. Yares (interposing). What companies? 

Mr. Mansvure. The Freeport Sulphur Co. and the National Lead 
Co. We wrote each a letter telling them this was in controversy and 
asked if they were agreeable to have their attorneys submit a brief 
we would go over their brief and refer it to the Department of 
Justice. This is the only negotiation which we have had on this 
particular phase of the operation. 

I do not think the White House or any other of the executive 
branches are aware of this. 

Mr. Yates. Have both companies indicated to you their desire to 
lease the plant? 

Mr. Mansvre. They have, but in generalities. 

Mr. Yates. Has anybody indicated a desire to purchase the plant ! 

Mr. Mansurne. In very general terms only, but nothing specific. 

Mr. Tuomas. Well, the Freeport Sulphur Co. did not acq@ire any 
rights under its contract that was made with them last year to estab- 
lish that pilot plant? 

Mr. Mansvre. No; they are entirely separate matters. 

As to the Moa Bay development I believe there was some thinking 
in the minds of Freeport at least, that these two operations could be 
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combined together, they and National Lead, but nothing has come of 
that suggestion other than, I believe, some conversation between the 
two. 

Mr. OsrertaG. But you do have authority to sell this whole plant if 
you want to sell it 4 

Mr. Mansvre. If we did it would be by bid, not by negotiation. 

Mr. Ostrertac. But you have the right to do it ? 

Mr. Mansure. Do we have the right to sell ? 

Mr. Exxirorr. Yes; subject to the authorization of the Secretar y of 
Defense. 

Mr. Mansure. And also the approval of the Public Works Com- 
mittee. 

Mr. Exxiorr. No, sir; subject to the authorization of the Secretary 
of Defense. If it were a negotiated sale we would have to submit it 
to the Government Opet rations Committee. 

Mr. Evins. The controversy is that one concern seems to have closed 
a contract with GSA, a contract which your predecessor negotiated, 
but even though he negotiated it, it seems to me that you have some 

responsibility in endeavoring to correct the situation. 

Mr. Mansure. We thor oughly agree with that, but we are not going 
to be stampeded into negotiation. 


EXPANSION OF NICARO PLANT 


Mr. Evins. On a closed contract you are spending $43 million to go 
ahead and expand the plant, and then after you get it built within a 
year you must determine whether you want to sell it or not. 

Mr. Mansure. What we want to do is find out what this plant. will 
produce so that we know definitely what we are talking about. This 
may be one of those exceptions to the rule, that this should remain in 
Government ownership. 

Mr. Prnxiey. The Hoover Commission has so recommended. 

Mr. Yates. That the Government retain this plant ¢ 

Mr. Pinkxiery. To continue the operation. 

Mr. Evins. This committee has previously been impressed with the 
efficiency of GSA’s operations at the appropriations hearings and 
otherwise, and now we have a bombshell thrown in our laps here. 

You testified earlier about a $150,000 operation cost, and now it has 
gone up to $400,000, and here, again, you indicate that your predecessor 
made this contract. 

I think you also have an obligation to amend or alter the effect of 
that contract in the interest of economy. 

Mr. Yares. And fair play. 

Mr. Evins. Yes, and fair play. 

Mr. Mansvre. I want to make clear that we did not negotiate these 
contracts, that I inherited them. 

Mr. Evins. I understand you did, but from this report here it indi- 
cates, Mr. Mansure, that very figure and just sort of brushes it off. 

Mr. Yates. When you say “we” you mean you? 

Mr. Mansvre. Yes. 

Mr. Yates. Because the date of that option is January 29. 

Mr. Mansvre. I did not start until May 2, as I remember it. 

Mr. Yares. The Republican administration had been sworn in 
before that time. 

Mr. Mansvre. Mr. Larson stayed over, though, for a while. 





Mr. Evins. Both the option and the closed contract were negoti: ated 
prior to your administration and also this increase in the cost of 
operation of the Nicaro plant. 

Mr. Mansvre. I do not follow that, Mr. Evins. 

Mr. Evins. The operating contract was negotiated prior to your 
becoming Administrator ? 

Mr. Mansure. Yes. 

Mr. Evins. And also this increase in the cost of the operation of 
the Nicaro plant. 


COST OF OPERATING NICARO PLANT 


Mr. Mepiry. Could I speak on that question on the cost of operating 
the Nicaro plant? It is true that in dollars and cents it was increased, 
but during World War II it was operated for a period of about 40 
months, and they lost about $3 million, whereas curently, even though 
the management fee has increased in the last fiscal year, we operated 
in the “black” in 1955. 

Mr. Tuomas. But you are getting your cart before the horse. When 
you paid out that additional fee of $250,000 you had no reason to 
assume they were going to increase that production. 

Mr. Meptey. The management fee is geared directly to production. 
If they only produce half that much nickel they only get $200,000. 
There is no guaranty on this amount. 

Mr. Evins. The testimony was that this was an incentive contract, 
an incentive payment. It must have been rather a good incentive to 
make that substantial jump in production, but it is your testimony now 
that the increase in production justified it. 

Mr. Meptey. I would say to you, sir, that we are delivering nickel 
to the stockpile at 50 cents a pound which includes the amortization 
cost on a $47 million plant, whereas the world price of nickel is some- 
where in the neighborhood of 5914 cents a pound, so that you are saving 
10 cents a pound on every pound of nickel delivered to the stockpile 
under this operation. 

Mr. Mansure. Also, beyond that we have agreements with other 
suppliers that run up as high as $1.40 a pound. 

Mr. Yates. Then why did you make the contract that you did with 
the Freeport Sulphur Co. for the Moa Bay operation which provides 
for a much larger payment ¢ 

Mr. Mansure. The Defense Department claims that they must have 
this nickel. GSA only comes into this picture after Defense and ODM 
decide they need it. We do not decide what they need. We just 
follow out the mechanics of making these arrangements so that it may 
be available. We are a service organization. 

Mr. Yates. You are suggesting that that question should be prop- 
erly addressed to Mr. Flemming? 

Mr. Mansure. Yes, sir, that is correct. We are not trying to evade 
the issue, but I just want to set the procedure straight. 

Mr. Prnxtey. In this connection, Mr. Chairman, we are talking in 
the first place, about 1955 dollars as compared to 1948 dollars. We 
are talking about 20 million pounds more nickel worth $12 million 
more which was produced under this contract. 

Mr. Evins. You are testifying, in a measure, that the incentive pay- 
ments are largely justified if you are getting larger production. 

Mr. Prxxiey. In addition to that, amortization and other costs were 
charged to this which were never charged to the previous operation 
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to the tune of $12 million, in addition to the $12 million worth in ad- 
ditional nickel that we got. 

Mr. Evrns. I have not read this article entirely. I am personally 
in favor of giving the benefit of the doubt to a person when a state- 
ment is made, and I believe that a man is innocent until he is proven 
guilty. I do not accept all the statements that I read, but I look into 
them. In the past some very big contracts and operations of this 
Agency have been looked into by the Brooks committee and the Porter 
Hardy committee and the Ross Rizley committee. I believe that at 
least three committees are mentioned here as having examined your 
operations in addition to the Appropriations Committee. 

Mr. Mansure. Mr. Evins, the Ross Rizley committee is one of the 
committees which inquired into War Assets as one of the predecessors 
toGSA. 

Mr. Exxiorr. But it wasnot GSA. 

Mr. Evins. They point out that some number of War Assets em- 
ployees are top people in the GSA today. 


SALE OF LARAMIE CEMENT PLANT 


Mr. Exuiorr, And the Jack Brooks committee made an inquiry 
into one of our sales that we made of the cement plant out at Laramie. 

Mr. Evins. What did the Porter Hardy committee do? 

Mr. Exniorr. Mr. Hardy was a member of Mr. Brooks’ subecommit- 
tee. I happen to have been present at that hearing, and, to the best 
of my recollection, they have taken one statement in this article—taken 
one statement which Mr. Hardy had made—substantially out of con- 


text. 

Mr. Mansvre. You are speaking about Laramie or which one ? 

Mr. Exxiorr. Laramie. 

Mr. Mansvre. Let me explain quickly why Laramie is in here. It 
was one of the first things that came to my attention in May 1953. 
The Monolith Co. offered either $145,000 or +146,000 for a plant 
costing $5 million and appraised at $1.8 million. I refused to sell 
tothem. By horse trading back and forth, we got them up to $60Q000. 
This was all brought out before the Brooks committee. Finally, I got 
them up to $800,000, then to $1.1 million. In the meantime, we were 
criticized simply because we had put two 1-inch ads in the Journal of 
Commerce. owever we wrote 22 letters by registered mail to all of 
the people we knew that might be potential buyers. 

This was a highly specialized plant. Besides that, we had a nation- 
wide coverage under news items. We had any number of inquiries. 
Probably they felt we only had the two 1-inch ads. There was a 
complete disclosure of this. Then Ideal came along with the suc- 
cessful bid. 

Mr. Tuomas. And the trade associations keep up with every detail; 
do they not? 

Mr. Mansvure. You are absolutely right. It was clear across the 
board. The Ideal people came in from Denver and offered $1.2 million. 
And in the meantime we had a subcommittee headed by 2 Senators, 
1 a Democrat and 1 a Republican—there was nothing political—and 
1 Congressman. The governor called me personally and said, “I have 
no interest in this property whatsoever, except I do not want to im- 





mobilize it; I want to keep the people of Laramie employed.” I said, 
“Governor Rogers, we are not going to do that. We will not sell 
this property unless part of the sale will be a continuation of 
operation.” 

Ideal came in and offered $1.2 million in Senator Barrett's office 
and Senator Hunter, | iumen was living at that time, and I have 
forgotten who else, but the other Senator came over. The Monolith 
people said, “We will not offer one penny more than $1.1 million,” 
and walked out of the office. 

The Senator said, “Well, you ought to close with Ideal.” And we 
did not close. We still kept the thing cooking. They have a state- 
ment here that say, “Mansure reluctantly’ ’—it is right in here some- 
place—“agreed”. That was not the case at all. 

Mr. Evins. The implication I get from this is, although you carried 
on these negotiations and received bids, you ultimately sold the prop- 
erty for a figure lower than the highest bid that had been filed. It 
may have been filed at a later date. 

Mr. Mansure. No; we never did that. We were still negotiating 
on this property and the highest offer we had was $1.2 million, starting 
at $545,000. 

Mr. Evins. Did you sell for $1.2 million ? 

Mr. Mansvre. No; we held it up and sold it for $1,373,000, which 
was $173,000 above the highest figure, from the same high bidder. 
And the Brooks committee approved whatever we could get over 
and above that figure, we could sell the property for. 

I want to say one more thing. Another thing I was prejudiced 
about was not to give this property away at a low figure. I was trying 
to get the very top figure we could for the property and keep it in 
operation. 

Mr. Evins. It is your feeling that even though it was sold at the 
highest figure, it was sold too low? 

Mr. Mansurr. No. The Brooks committee does not say that. 

Mr. Evins. It seems to me it did. 

Mr. Mansure. No. 

Mr. Evins. You wanted to get the highest figure possible for the 
Government ¢ 

Mr. Mansvre. First of all, you have to take this into consideration : 
Here isa plant in Laramie, Wyo. Shipping cement is a very import- 
ant cost factor. Most cement is only ned for a distance of 200 
miles. This Laramie plant was an alumina plant, not a cement plant; 
it is a byproduct property. All of those things considered, naturally 
I would like to have gotten $1.8 million but nobody bid that, and we 
wanted to keep people employed, and the Government could not run it. 


Srarus oF GSA WareEnHOoUSsE OPERATIONS 


Mr. Evins. Here is a general charge that Government agencies, 
required to make purchases through GBA, complam of slow service. 
You claim it is not so any more. 

Mr. Mansvure. That is something we have discussed in this com- 
mittee. That is an entire misstatement of facts. Here is what hap- 
pened: Since last year, our business from Defense, with the help of 
this committee and the Bureau of the Budget, has increased over 50 





percent. I will give you a specific example. In our Denver store 
ake he we were shipping 850 cases of a certain floor stocking 
a year. And one day we received an order for 800,000 from the Army. 
We re have not any possible way of controlling our incoming pur- 
chases with the outgo. ‘So what did we do? We had our personnel ; in 
supply there check with the Army to see how quickly they needed that. 
They said, “That is a year’s supply.” We said, “Then can we ship 
this to you every month or every other month; can we do that?” And 
they said, “Certainly. That is fine. It will keep us from warehousing 
w.” 

Those are the ways we have gotten behind on orders. Now, we have 
brought our orders up to date. 

Then we have another system. We now have a catalog numbering 
system which we discussed that has thrown everything out of opera- 
tion again, because the civilian agencies are all confused by the new 
system of numbering and the old system of numbering. And when 
the ws arehouse people receive orders for the old number and the new 
number is not on it, they have to refer to the cross index. 

We are only behind at the very most for a period of 2 weeks in our 
old orders. From my experience in private industry, 2 weeks de- 
livery is pretty good delivery. 


STOCKPILE INVENTORY RECORDS 


Mr. Evins. It seems to me that is a minor charge compared to the 
others. It says here 

The inventory records of the critical-materials stockpile are not entrusted to 
GSA’s emergency procurement service, the stockpile operator, but to the Comp- 
troller of GSA. Commissioner A. J. Walsh of EPS says he has trouble getting 
information he needs for operating purposes. 

In other words, the information he needs is held out ? 

Mr. Mansure. Let me explain one other thing, then I want Mr. 
Medley to explain. I feel a department buying such tremendous 
quantities of material should not keep their same inventory. In 
other words, we want to go over the operations. We discussed with 
the Bureau of the Budget transferring the inventory keeping over 
to EPS, rather than keepmg it in the control shop. GAO said, “No, 
we want a separation there of checks and balances.” 

Now, go ahead. 

Mr. Mepitry. Mr. Evins, we make a semiannual stockpile report 
to the Congress and, if we did not know what we had, and where it 
is located, 1f we did not know what material we have and where it is 
located and what it costs, we could not do that. We have been doing 
that for many years and have had no complaints from the Congress. 

Mr. Evrtns. It is your statement that you do have inventory records 
and do know what your stockpiles are? 

Mr. Mansvure. We certainly do. And, furthermore, we spot-check 
those inventories just like an accounting firm coming in and taking an 
inventory at the end of the year. 

Mr. Evrns. You do not have any knowledge of Mr. Walsh having 
spoken of having difficulty in obtaining information on stockpile? 

Mr. Meptry. No, I do not. I wish Mr. Walsh was here. We had 
word that he was in a meeting with Dr. Flemming. 
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Mr. Mansvre. | talked with him this morning. He obtains the 
necessary kind of stockpile figures he has to use. He did say to this 
writer—he was asked the specific question he told me this morning 
“Do you have any delay in getting those figures” He said, “Yes,” 
he did have some delay from ‘the Accounting Department. 

Mr. Mepiry. The writer asked me the same question and my answer 
to him was this, that previous to the beginning of GSA we had a 
man in charge of the Accounting Department whose name | won’ 
mention now; the writer did not ask me to name him, either—who was 
not producing. Eventually he got himself a job elsewhere. 1 told 
him I used to have 2 or 3 requests a week for accounting informa 
tion from Mr. Walsh, 5 years ago. Today I might have one a 
mney about something that does not look right. The last 2 or 3 
years, | do not think Mr. Walsh has had any complaints about the 
records. As a matter of fact, in the Fifth Annual Report of the 
( ‘omptroller General on the joint accounting program, we got a nice 
pat on the back for the improvements we had made in our system of 
recordkeeping. 

Mr. Yares. Who patted you ¢ 

Mr. Meptry. The Comptroller General. 

Mr. Yares. The new one or the old one / 

Mr. Mansvure. The acting one. 

Mr. Meptery. I do not think the new one has made a report yet. 

Mr. Mansure. No. It was the Acting Comptroller General. 

Mr. Evins. Is it accurate that inventory records of the critical 
materials stockpile are not kept in GSA’s - ration ¢ 

Mr. Mrepiey. They are kept in my office, by people who are housed 
immediately adjacent to Mr. Walsh’s storage and ship ping division 
in order that the records will be immediately accessible to his people. 

Mr. Evins. You state here you had one person that you let out who 
was not doing a good job; but this article says: “The Comptroller's 
recordkeeping statf is grossly inflated.” 

Mr. Mepuey. | disagree with that statement completely. As a 
matter of fact, the man did not ask me anything about the size of 
my statf, or anything about it. And I can assure you that with the 
Bureau of the Budget and GAO and this committee overseeing what 
we are doing, we are not overstaffed. 

Mr. Osrerrac. Was that an implication that the stati was over- 
inflated, or the records were overinflated ¢ 

Mr. Meptey. The staf. 

Mr. Evins. The implication is they do not have the information 
and the other man is having difficulty getting information, and still 
they have a large staff. 

Mr. Mansvure. I would like to say one thing on that, in defense and 
justification of Mr. Walsh’s statement. I have been in private indus- 
try for many years and have never found a production man or oper- 
ating man who thought the accounting department or the bookkeep- 
ing department should even be in business. 

Mr. Walsh does an excellent job as an operating man. I do not 
think he is a comptroller. I am relying on the Comptroller for the 
keeping of our records and we have been commended by GAO. That 
is no reflection on Mr. Walsh whatsoever. They are in different oper- 
ations entirely. 
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Mr. Evrtns. I accept your statement. 
(Discussion off the record.) 


ProGress oF Rea Proverry Disposat Program 


Mr. Evins. I have about two more questions. Here is one. It 
says: 

Although GSA is supposed to handle real property disposal, President Eisen- 
hower felt compelled in December 1953 to create a special surplus real property 
disposal project, attached to the Budget Bureau, to stimulate and accelerate 
GSA’s disposal work. 
and the President had to take it away from you. 

Mr. Mansure. That is an entire misstatement of fact. It was very 
obvious to me right after I started with the Government that the 
Government had a lot of real property which they were not using. 
I did not know at that time whether it was surplus, excess, or what 
it was. So I talked to the Director of the Bureau of the Budget, at 
that time Joseph Dodge, and told him of this situation in both the real 
and personal property. He said, “Why don’t you do something about 
it?” IT said, “I cannot do anything about it, because we do not know 
where this property is and have no authority to go in and get it. It 
is held by various agencies of the Government. All GSA can do is 
to try to dispose of the property after a department reports it as 
excess, and then we declare it as surplus.” 

One thing led to another. Then he left and Rowland Hughes came 
in. This was a carryover from my first discussion with Mr. Dodge, 
with Rowland Hughes, and he and I developed this idea of a special 
committee, a small nucleus of half a dozen people, to do nothing 
but devote their time at the direction of the Bureau of the Budget, 
where they could go into the Army, Navy, Air Force, or Veterans. 

Let me give you an example. We found in one agency of the Gov- 
ernment—we discussed it half a dozen times here—where it made a 
request for 500 or 600 acres of land, where it needed actually only 25 
acres of land to conduct operations. GSA cannot go in and take that 
land away from them, but the Bureau of the Budget can say, “Why 
do you need that?” and in fairness they try to at least exercise that, 
and we are now coming before the Appropriations Committee and 
showing why they have not. 

You say, “Why is not more of this done?” That is a colossal job; 
it runs into the billions of dollars. 

Mr. Evins. In other words, you have authority to dispose of 
property / 

Mr. Mansure. But we cannot take it way from the departments. 

Mr. Evins. And the Budget Bureau has set up a special com- 
mittee 

Mr. Mansure. That is right, and the whole personnel is only 6 or 7 
people in the whole operation. 

Mr. Evrys. ‘Who composes that committee? 

Mr. Mansvure. We got a competent real-estate lawyer from Chicago 
to head the thing up. We had 2 or 3 career men. 

Mr. Yates. What is his name? 

Mr. Mansvre. Dave Brill heads the organization. He specialized 
in real estate in Chicago. He is sort of a lawyer for lawyers. He 
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came in here on a basis of when-working operation, not as a steady 
employee of the Government. He devotes about half of his time to 
this and set up the staff operation, which we explained in the Cabinet 
meeting. So that the whole operation is like a beautiful meat market 
with nice equipment, scales, counters, and so forth, but no meat in the 
thing. And the meat here is the properties held by the different 
Federal departments. We have to get that property away from them 
before GSA can do anything about selling the property. And it is 
not that simple, and we explained that to this man. 

Mr. Toomas. May | interrupt you. This committee is very familiar 
with these details. We handle the appropriation and if the remainder 
of the report, which I do not care to refer to, is no more accurate 
than that statement, you can throw it all out the window. 

This surplus-property program was set up in the Bureau of the 
Budget for a specific purpose, and I will put the figure of the appro- 
priation in the record. The first year of operation, as 1 remember it, 
they spent $55,000 to ferret out the facts as to which agency had which 
land that ought to be declared surplus. 

Note.—Allocations to date from the appropriation for expenses of manage- 
ment improvement for the real-estate project total $185,000. 

Of course the General Services Administration has no jurisdiction 
until it is declared surplus, and this operation was set up in the Bureau 
of the Budget, to be perfectly frank about it, to force the Government 
agencies to divest themselves of property. So that then and only then 
the General Service Administration could get hold of it and close 
it out. 

Mr. Mansure. Right. 

Mr. Tuomas. So the statement in the record is very unfactual. 

Mr. Evins. What success have you had to date in getting this listing 
of property ¢ 

Mr. Mansure. You mean particularly the real-property inventory ? 

Mr. Evins. Yes. 

Mr. Mansvure. We have had a very successful program on that. 
For the first time we have today a complete listing of real property 
of the Government’s inventory. 

Mr. Meptey. Yes; it has been printed by a companion committee 
in the Senate. We compiled this inventory of all federally owned 
property in the United States which totaled up to $30.2 billion. It 
includes everything. Then all the agencies do report to us and we have 
to keep the inventory up to date. The next one will be as of this last 
June 30. 

This committee in the Budget Bureau, which Mr. Thomas men- 
tioned, was set up for the purpose of needling these departments and 
make them justify why they were keeping their property. When 
agencies ask for money to maintain the properties, if the Bureau of the 
Budget is not convinced or this committee is not convinced, they will 
eliminate the maintenance money from the budget and then force them 
to declare the property as excess. 

Mr. Evins. What success have you had in disposing of property for 
educational purposes ? 

Mr. Mansvre. It is very easy to dispose of property for educational 
purposes. What we are trying to do 1s not to dispose of any property 
where there is really no justification for the disposal of the property. 
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For example, we had one small school asking for 28 acres of land as 
surplus. We asked why they needed 28 acres. They said if it was 
going to be gotten rid of they might as well have the whole thing, but 
they ‘only needed Zor4acres. We gave them the 3 or 4 acres, and the 
rest we tried to sell. 

Mr. Evins. I was handed a copy of a letter the other day apparently 
prepared by you to the Secretary of the Department of Health, Edu- 
cation, and Welfare, re surplus property disposal, dated May 16, 1955. 
It referred to a Cabinet meeting on April 1. As well as I remember 
the staff discussed informally expressed wishes of the President to 
obtain a greater return from the disposal of valuable property to get 

needed Federal revenue. 

Mr. Mansure. And to put it on the tax rolls for local revenue. 

Mr. Evins. Did the President order you to submit a program on 
acceleration ¢ 

Mr. Mansvre. To accelerate it. He even went so far as to refer toa 
camp he had known in Denver where he was in command at one time 
and says he even doubts this is a location that the Army does have use 
for, in order to emphasize his point. He wants the property to be 
used for educational or welfare purposes, to provide employment. 

We had a request when we closed up the Assay Office in New York 
City, the old Assay Office on Wall Street, where they said it was needed 
for welfare purposes. We said, “No.” Those are things we say 
“No” to. 

What was happening was here they have HEW, when we were cir- 
cularizing surplus property through the Government agencies as to 
whether it would be of any use to them, they misunderstood and we 
were advising all of the various States around the country that this 
property was surplus, when it was not surplus but merely excess within 
the Government, and that is what was causing a great deal of difficulty 
and claims for most of the property by State and municipal organ- 
izations and school districts. 

Mr. Evins. This indicated that you held the matter in abeyance for 
a while until you could study and resurvey. Was that holding up a 
mandate of the Congress in the law passed with respect to the disposal 
of property ¢ 

Mr. Exuiorr. The mandate says that the Administrator shall assign 
properties in his discretion, and the Department of Health, Education, 
and Welfare shall assign such allowances as the Secretary of that 
Department deems proper, which can range from nothing all the way 
down to 100 percent. What Mr. Mansure did at the time that the 
letter was written was merely temporarily to hold up some of this 
disposal until we can sit down with the Bureau of the Budget and 
HEW and work each thing out according to rules and criteria we 
“an agree on and HEW in turn can contact the educational institu- 
tions throughout the country and pass this criteria on. 

I might say since that time there have been several meetings and my 
last information is that our people and the HEW people have : agreed 
upon a set of criteria. 

Mr. Evins. Have you developed this criteria and are you going 
forward now ? 

Mr. Mansure. That happened during my absence. 





Mr. Evins. This says in 5: 

When the Second Hoover Commission and its task forces studied GSA, they 
praised its records management job, but found fault with almost every other 
operation they examined. Here are a few Hoover complaints: “Instead of 
creating one centralized, coordinated traffic organization, GSA superimposed 
upon the already confused situation still another traffic agency. Those regula 
tions on real property management which have been issued by GSA are not 
applied by other executive agencies. There has been no adequate inventory of 
the stockpile. GSA does not provided adequate centralized direction and con 
trol in the management of Government-owned and leased real property used by 
executive agencies. The potential economies and efficiencies have not been 
realized.” 

Mr. Mansvure. I would like you to note the date of this letter 
July 4, from former President Hoover. This article did not appear 
until last Monday. 

Mr. Evrys. I do not generally quote Mr. Hoover and some of his 
recommendations [ do not approve, but he says in this that the po 
tential economies and efficiencies have not been realized. 

Mr. Mansure. I do not know whether Mr. Hoover or Mr. Solow 
was a better judge on this point. 

Mr. Evins. This was quoted from the report. 

Mr. Mansvre. I am going to explain that. He quotes sentences out 
of the report; not the whole report. 

(Discussion off the record. ) 


DECENTRALIZATION OF MANAGEMENT OF Pupsiic ButTLpINGs 


Mr. Mansvre. Let me ask on this Public Buildings thing 

Mr. Evins. Let me say this: There is nothing personal in this about 
you, but. about the Department. 

Mr. Mansvre. I know that. I just want to show how irresponsible 
the writer is in his statement. The Public Buildings Task Force on 
Real Property Management came in to see me. There were some very 
eminent men on that task force. They said, “We have been over with 
your Public Buildings people for the last several days and it is very 
obvious they do not have any information on the operations in W ash- 
ington. We presume that is all over the country. 

I said, “You are correct.” I said, “They are the policymaking divi- 
sion of GSA. Any information you want we have in our regions. We 
have a complete decentralization of our operations. If you will go 
over to region 3 and talk with Regional Director Miller, you will be 
able to obtain any information you want.” 

The following day, in the late afternoon, they called up and said, 
“We not only have all of the information we want, but far more than 
that.” We have this information in the regions. 

Let me tell you why we do not have it all in the central office. We 
operate approximately 5,000 buildings, containing in exe - of 130 
million square feet of floorspace. The space problem in New York 
City is as different as the difference between day and night from the 
space problem in Seattle. There is no use having all of the data on 
Seattle or all of the data on New York City in W ashington, in the 
central office here, because we would be bogged down. “We have a 
system of decentralizing it to the local situation. I told that to the 
author of the article, but he wouldn’t listen to me. 
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We defy any competent real-estate man to come in and check it. 
We have competent men in every single 1 of our 10 regions. ; 

Mr. Exxiorr. I wonder if I could supplement that? The Commis- 
sions’ report on real property is directed toward another item. In 
regard to the two statements here about real property to the effect 
that our regulations are not applied by other agencies and, too, that 
we do not provide adequate centralized direction and control in 
management of Government-owned and leased real property used by 
the agencies. The answer is we do not have the statutory authority. 
The Hooover Commission report recognizes that and recommends 
that the Congress enact legislation to give us authority to do these 
things. The same thing is true with reference to the comment on 
traffic. Congressman McCormack has introduced a bill and had a 
hearing on it about a week ago, which bill would remove the exemp- 
tions for various agencies in connection with traffic management. The 
author does not quote the rest of the report which says that GSA is 
not doing these things because we do not have the adequate statutory 
authority and we—the Hoover Commission—recommend that the 
Congress enact it. 

Mr. Evins. If these quotes are from the report of the Hoover Com- 
mission, there is nothing personal about Mr. Mansure, the Admin- 
istrator. They found nothing irregular about you or your operations. 

Mr. Mansure. No; they referred to GSA because these reports go 
on to say what corrective measures should be taken. If anyone will 
read the report, they will see that the corrective measures should be 
taken. 

Mr. Exurorr. The point which I was trying to make is simply this: 

Our authority in real-property management is very limited. We 
do not have the same authority that we do for supply management 
or records management. The Hoover Commission task force recom- 
mended that the present limited legislation be broadened and recom- 
mended that the responsibility be placed in GSA. If they thought we 
were doing a poor job, they would not recommend to the Congress to 
enlarge our responsibilities. 

Mr. Ostertac. Is that the Commission itself ? 

Mr. Exriorr. The full Commission report says the same thing. 

Mr. Evins. Mr. Mansure spoke about Mr. Strobel, the Chief of the 
Public Buildings Administration, and this article refers to the fact 
that he does not have all the information of the GSA setup. 

Mr. Mansvure. He denies that emphatically, and he is going to give 
a sworn statement to that effect that these words were put into his 
mouth and that he never said them. 

Mr. Tuomas. What was that? 

Mr. Evins. It says that Mr. Strobel was not happy with the GSA 
setup and that Mr. Mansure has decentralized most of the records 
of the Public Buildings Service, and that Mr. Stroble is largely 
ignorant of the actions of his fieldmen. ; 

Mr. Mansvre. I will give youan example of this. The writer picked 
up one instance. We have installed two automatic elevators and a 
freight elevator in the Federal Building at Salt Lake City. A travel 
request came to the office through Mr. Snyder. He had a travel request 
to send two engineers to inspect that operation from Washington to 
Salt Lake City. I refused to approve the travel request because we 
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have a very competent engineer in Denver to do that, and who has a 
regular route through those cities. 

He picks out one thing like that, and bases his statement on that. 

Mr. at as. Asa matter of fact, most of the decentralization which 
exists now was put into effect about a year and half before you came 
here; was it not? 

Mr. Mansure. Yes, sir; and we carried it on. 

I assumed the responsibility for carrying on the decentralization. 
It was working well. 

Mr. Osrtertaa. If we do not decentralize this Government a little 
bit, we will not be able to see it at all. 

Mr. Mansvre. Furthermore, it goes deeper than that. 

We believe if the local people are dealing with local people, they 
are much better off. 


Nicaro NicKEL PLANT 


CONTRACT FOR EXPANSION PROGRAM 


Mr. Botanp. I think this has been a very healthy meeting from 
many viewpoints, and I want to commend you, Mr. Chairman, for eall- 
ing it in order that we might look into some of the questions involved 
in this article. 

From an examination of the magazine article itself, it would seem 
to me that while most of the charges are perhaps important, they are 
not. so important as the particular charge here in connection with 
Nicaro. I am not so concerned about how many people you have in 
your office from Chicago and how many you brought in from Chicago 
as with those charges. Incidentally, how many did you bring in/ 

Mr. Mansvre. One. I am very glad you asked the question. We 
brought a very outstanding Chicago citizen who came in here at a con- 
siderable financial sacrifice, and he is on our Review Board, Archie 
Cohen. 

Mr. Yates. Whom I happen to know very well and whom I respect 
very much. 

Mr. Boranp. I think the responsibility of this committee in my 
opinion is that we supply the money with which to run the departments 
and they come before us in justification of the amounts which they 
request. From that point of view, it is our responsibility to see that 
they use that money as efficiently as they possibly can and save the 
taxpayers as much money as possible. 

I think the big problem here is the problem concerning the nickel 
plant in Cuba. T am concerned about the amendment to the or iginal 
contract of January 29, 1953. Has there been any indication on the 
part of the National Lead Co. that it is acceptable to exercise the 
option ¢ 

Mr. Exxiorr. Do you mean to lease only ? 

Mr. Bonanp. Yes. 

Mr. Exxtorr. That is correct. 

Mr. Boranp. Is there any anxiety on the part of the GSA to allow 
National Lead to exercise that option ? 

Mr. Mansvre. No anxiety, but we are just not going to do it until we 
find out what we are talking about. 

Mr. Boanp. I think the position which you take as Administrator 
of GSA not to enter into any agreement with National Lead at this 
time and until the expansion program has been completed, and until 
GSA has determined exactly what the production capacity of the 





82 


expanded plant will be, is good business, and I think you are using 
good judgment. Insofar as 1 am concerned, I commend GSA for its 
action in that particular regard. 

Mr. Mansure. Thank you. 

Mr. Yates. Mr. Chairman, I would like to ask 1 or 2 more questions, 
if I may. This article says this: 

The expansion has been wretchedly bungled. It was not undertaken directly 
by GSA through operating subcontractors, but by National Lead as a supervisory 
contractor for GSA. Nationa! Lead then let subcontracts to the operating 
architect-engineer and the operating constructor. In order to supervise its 
supervisor, GSA has retained a metallurgical-engineering consultant, Singmaster 
& Breyer, at a monthly fee of $3,500. 

What does that mean, Mr. Mansure / 

Have you run into any difficulties in your expansion progran 4 

Mr. Mansure. No. 

ENGINEERING COSTS OF EXPANSION 


Mr. Yates. I notice here that the comment is also made that already 
there has been a 25-percent increase in engineering costs, amounting 
to almost $500,000 and the prediction is made that it will cost much 
more money than you anticipated. 

Mr. Mansure. Yes. I would like to answer the last question first, 
and come to the first question second. = * 

There is an increase in engineering costs but that has been due to 
unforeseen developments in an operation as big as this, but an off- 
setting cost which they failed to show is that we have utilized almost 
$1.5 million worth of surplus property rather than purchasing new 
property: 

For the employment of an engineering firm we feel that it is 
satisfactory to do that. 

Mr. Yates. How much of an increase in engineering costs has there 
been? Is it estimated correctly that there has been an increase of 
approximately $500,000 4 

Mr. Pinker. Approximately that, but that is an increase over the 
original estimate made back in 1952. Actually, the cost of engineering 
is normally 6 percent of your job. This estimate on which he is saying 
we overrun was based on a $35 million estimate and not on a $43 
million estimate. Six percent of $35 million gives you slightly under 
$2 million. Six percent of $43 million, which is the actual cost of the 
Job, is approximatley $2.5 million. 

Mr. Mansvure. How much are they spending on the engineering / 

Mr. PInkiey. $2,393,063. So, we are actually under what would 
be normal. ; 

Our estimate was too low. 

Mr. Mansvure. All that information was made available in great 
detail, and not used. 

Mr. Yarres. What about the Singmaster & Breyer contract which 
you were going to talk about ? 

Mr. Mansure. The Ferguson people are the construction engineers, 
and Singmaster & Breyer are the engineers verifying like an account- 
ing firm would come in to review the work that is being done. In other 
words, they are not laying out the plans for the actual construction of 
the building or furnaces or things of that kind. However, they are 
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the Government's representatives to see that the two contractors and 
the engineering companies fulfill the job in a satisfactory way. 

Is that correct ¢ 

Mr. Prnxiery. Yes, sir. 

Mr. Yates. Is not this normally the function of GAO? 

Mr. Mansvure. No; this is highly technical; this is chemical engi- 
neering. 

Mr. Yates. I see. 

Mr. Mansure. I just referred to them as being similar to an au- 
diting firm. They are auditing the technical phase of construction. 

Mr. Yares. Is this an independent consulting firm ¢ 

Mr. Mansvre. Yes, sir. They are the outstanding ones in the 
field. 

Mr. Botanp. Was this agreement with Singmaster & Breyer entered 
into before you assumed office also? 

Mr. Mansure. No, sir; this was after. We brought them in recently. 

Mr. Yares. How did you happen to bring them in recently? This 
has been going on for some time; has it not ? 

Mr. Mansure. No; the expansion only started last year. 

Mr. Yares. This is just for the expansion program / 

Mr. Mansvure. Yes, sir; and the construction. 

Mr. Botanp. The entire expansion program is a program in which 
Mr. Mansure as Administrator of GSA is involved ¢ 

Mr. Mansvre. That is right. 

Mr. Botanp. The expansion program concerns the administration 
of Mr. Mansure? 

Mr. Pinkuiey. That is right. 


SELECTION OF CONTRACTOR 


Mr. Yarrs. The construction is being done by whom? The Snare- 
Merrit Corp. ? 

Mr. Prnxiry. Yes, sir. 

Mr. Yares. In his statement here he refers to Mr. Talbott coming 
into the picture, in other respects on other questions. 

Mr. Mansvurr. I am very glad you asked that. 

Mr. Yates. Does Mr. Talbott figure in this one also? 

Mr. Mansvrr. He does not. I think practically everybody in Wash- 
ington had a suggestion for a contractor, and their suggestions were 
just like where you might recommend some Chicago firm and you 
would say that the Brown Construction firm are wonderful people, 
and give them some contracts. 

Mr. Yares. I have not done anything like that. 

Mr. Mansvure. No; but just like anyone might do. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Mansvure. Mr. Talbott and I were walking down that hall of 
the Mayflower Hotel and you can imagine how important this con- 
versation was from that, and you can know how serious one could 
be while walking about a place like that. He said “I understand 
you are carrying on quite an expansion program in Cuba.” He said 

“T flew over that operation on my return from an inspection of the 
airfields and I see you are considering among the firms both the 
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Frederick Share Corp. and the Merritt-Chapman & Scott Corp.” He 
said they were both fine people, and that was the extent of the 
conversation. 

If that is a recommendation or any pressure, I do not know what is. 


WORKMEN’S COMPENSATION INSURANCE ON NICARO 


There is a very serious charge in here on the insurance thing, and 
would you like to hear about that # 

Mr. Yates. You may proceed. 

Mr. MAnsure. Explain exactly how this insurance was handled, 
because one of the people involved is known by the Congressman, and 
he lives in Chicago. 

I just want to have it on the record. 

Mr. Prnxiey. The insurance in question is the workman’s com- 
pensation which is really the only insurance in which there is any 
sizable amount of money involved. In Cuba workmen’s compensa- 
tion is a requirement, and you have to have it. 

For the estimated amount of the expansion and our payroll being 
approximately $10 million for the 2 years of expansion, it would in- 
volve approximately a half a million dollars for premiums. We have 
always taken insurance on a competitive bid basis and we submitted 
a program setting forth the standard requirements without mention 
of any insurance company, naming the Frederick Snare Corp. and 
Merritt-Chapman & Scott as insured. Actually, 5 companies bid al- 
though there were 7 invited to bid. 

There is no competition in Cuba on the rate on the insurance pre- 
mium because the rate is established by law. 

Mr. Yates. Where did you take your bids? In Cuba or in America? 

Mr. Prnxtey. In Cuba. They must be Cuban companies or Amer- 
ican subsidiaries who are licensed to do business in Cuba and of the 
companies bidding, there were, I think, 3 Cuban companies and 2 
American subsidiaries. We did not limit the bidding to any specific 
companes, and the only competition that you could get in Cuba, or 
so far as Nicaro was concerned—well, first, the insurance contractor 
who finally gets the insurance then has to provide for hospital care 
for all compensation cases. 

Normally, he contracts with a private hospital nearby to take care 
of the injured and sick people resulting from the project. There are 
no hospital facilities other than ours anywhere near the vicinity of 
Nicaro. Therefore, it would be necessary normally for him to con- 
tract with our hospital to take care of these cases but that facility 
is already under contract to our operating people. Therefore, he is 
contracting with Snare-Merritt and each bidder then indicated how 
much he would pay them in terms of the percentage of the total pre- 
mium for taking care of these hospital cases. The bids ran from 
30 percent—there were 2 bids at 30 percent, 1 at 36.5 percent, and 2 
bids at 45 percent. 

One of the bidders who bid 45 percent also has the compensation 
insurance under our operating contract. 

Mr. Yates. One of the Cuban companies ? 

Mr. Prykiry. Yes, sir; well, actually, it is a subsidiary. 

Mr. Yares. Is the article correct in stating that Balmer & Moore 
did receive a bonus or commission ? 
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Mr. Prnxtey. The only knowledge I have ever had of Balmer & 
Moore is that a gentleman came to my office, as did probably 20 others, 
and asked how they could go about bidding on the insurance. 

Mr. Mansvure. That was a Mr. Shafer. 

Mr. Yares. He came to your office in Cuba ? 

Mr. PinKLEy. No, sir; here in the GSA Building. 

Mr. Mansvure. He first came into our office. 

Mr. Yates. The part which I cannot understand now, and I wish 
someone would clear it up, is this: 

Colonel Pinkley stated the insurance would have to go to a Cuban 
firm. 

Mr. Prnkxiey. Or an American firm licensed to do business there. 

Mr. Yates. You said it would have to go to a Cuban firm‘ 

Mr. Prnxtey. Yes, sir. 

Mr. Yates. I did not understand you to say that previously. 

Mr. Pinxxey. Yes, sir; or a subsidiary of an American firm. 

Mr. Mansure. Let me interject at this point. This is a little bit 
ahead of what Mr. Pinkley is talking about. Mr. Shafer came in 
and said that there was going to be some bidding on insurance on 
our expansion program in Cuba. I said, “That is correct.” He said, 
“We would like to bid on it.” We had any number of people to come 
in and talk to me about it. I said, “ All right; you go over and 
see Colonel Pinkley in the third wing of our building, and he will 
tell you how to go about it.’ 

That was the entire conversation. A number of weeks later— 
4 or 5 or 6 weeks later—he came into the office again and the whole 
conversation was this: 

He said it looked pretty good. He meant it looks like they were 
going to be all right on the bid and all right on the contract. As 
far as this article is concerned, it infers that there was something 
being set up for them, but we had nothing to do with the handling 
of this. 

Mr. Pinxiey. Under the insurance program the two bidders offered 
to give us 45 percent of the premium back and that would mean 
45 percent of approximately $500,000, or $225,000, for the use of our 
hespital facilities. The brokerage fee, however, is paid by the carrier, 
not GSA, 

This proposal is made by the insurance company which is strictly 
a Cuban company. 

Mr. Yates. How did they wind up with Balmer & Moore, if you 
have a Cuban firm or a qualified American firm / 

Mr. Mansvre. I do not know that they are even in it. We knew 
nothing about any contacts of theirs at all. It was all done by 
bid in Cuba. 

Mr. Yates. Did you indicate to anyone that you had a preference 
for the insurance to go to a particular firm ? 

Mr. Mansvre. Mr. Pinkley can tell you what happened when Mr. 
Shafer came over to see him. 

Mr. Prnxtey. I referred him to National Lead and to Snare- 
Merritt, and told him that they were taking the bids. I did show 
him a set or copy of the request for bids which merely sets forth 
the requirements insofar as the amount of the insurance and the 
requirements of the bidders to submit financial statements and to 
submit other data. 
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Mr. Tuomas. What was the answer to Mr. Yates’ question about 
this Chicago firm ? 

Mr. Mansvure. The answer is that anything that Balmer got out o? 
it he got directly from the insurance company and it was paid by the 
insurance company. 

Mr. Yates. ‘The Cuban insurance company ¢ 

Mr. Tuomas. Did he get anything out of it / 

Mr. Mansure. We do not know. 

Mr. Prnxiry. He got no Government funds of any kind. 

Mr. Yates. Has anyone talked to Balmer or Moore since this article 
was published ? 

Mr. Mansvre. I went to Chicago the other day but Balmer and 
Moore were out of town. He did not reveal whether he had interest 
in the servicing or not and he did not talk to me. 

Mr. Yarrs. Did anyone else talk to either Balmer or Moore in 
regard to this? 

Mr. Mansure. Not to my knowledge. 

Mr. TrHomas. Do they have any interest in this transaction / 

Mr. Mansure. We do not know. All we know is that if they were 
the lower bidders, and if they had an interest, we still would have 
had to have given them the business. 

Mr. Tuomas. They were the low bidders? 

Mr. Mansure. Yes, sir. 

Mr. Yates. Are they qualified to do business in Cuba ‘ 

Mr. Pinxiey. The company that got the business is. 

Mr. Yares. I do not understand it. Our friend, Colonel Pinkley, 
just got through testifying that the insurance would only go to a 
Cuban firm or an American firm qualified to do business in Cuba. 

I now ask whether Balmer & Moore are qualified to do business 
in Cuba ? 

Mr. Mansure. We do not know whether Balmer or Moore are in 
this thing or not. If they are, they have come into it through the 
insurance company, because we have not dealt with them at all. They 
have never come into this pic ture with me or anyone else. 

Mr. Yates. What other insurance company got the insurance 4 

Mr. Pry«tey. It is a Cuban company. There is a Cuban broker 
which they normally write through. They write through the broker, 
and not the carrier, La Aliza. We do not ever dictate who the broker 
shall be, because we have no contact with the broker and pay him 
nothing. 

Any thing paid to him is paid by the insurance company out of their 

earned premiums. Even if there were no broker involved in it, we 

woah’ not get a penny less premium rate. If Balmer and Moore 
made an arrangement with the Cuban broker, that is some arrange- 
ment we know nothing about. 

Mr. Tomas. Was there an open competitive bid for this business? 

Mr. Mansure. Yes, sir; sealed bids. 

Mr. Tuomas. If Mr. Balmer got the business, it was because he was 
the low bidder? 

Mr. Mansure. Yes, sir; and if he had anything to do with the 
company, it was because they got into the company, but we have no 
knowledge of that whatsoever. 

Mr. Pinkley, please explain to the chairman as to how the bids 
were. 
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Mr. Prnxiry. We took bids from these companies. We invited 
seven different companies to bid, and in order for a company to bid 
on Cuban insurance they must either be a Cuban company or must 
be a Cuban subsidiary of an American company or some other foreign 
company Ww ho is licensed to do business there. We received five bids. 
{n Cuba the premium rates on insurance are established by law. There- 
fore, it is the same to all companies. 

Mr. Tuoomas. What is the type of this insurance / 

Mr. Pinxtey. This is workmen’s compensation. 

Mr. Tuomas. Is there any fire insurance or anything like that 
involved ¢ 

Mr. Pinkiry. No, sir; we have a self-insurance charge against our 
operations for fire and we do have third-party liability. 

Mr. Osrerraa. In other words, GSA has to furnish the insurance 
on this operation ¢ 

Mr. Mansure. No; the contractors do. We do not. 

Mr. Pinktey. It comes out of the contract. 

There is no competition on the premiums because they are estab 
lished by law to all companies at. the same rate, but we do furnish them 
with the use of our hospital in taking care of compensation cases. 
Therefore, the insurance companies bid upon how much each would 
allow us for the use of our hospital facilities: 2 companies bid 30 per 
cent of the premium, | company bid 36.5 percent, and 2 companies bid 
ft) percent. 

In other words, they bid on what they would pay back to the con- 
tractor for the use of the hospital fac ilities. 

Mr. THomas. Where were the seven bidders from ¢ 

Mr. Pinker. They were all from Cuba, and mostly Habana. There 
are no companies that I nett of located outside Habana. I believe, 
however, there was one. 

Mr. Tuomas. This is a type of thing in which the various companies 
would not be interested ; is it not 

Mr. Mansvre. I had solicitations, Mr. Chairman, from a half-dozen 
different individual brokers in the United States, starting from Flor- 
ida right up to New York City, as to how they would go about bidding 
on this business. 

Mr. Tromas. Did they bid ¢ 

Mr. Mansure. Yes, sir. 

Mr. Prnxtry. The American International Underwriters bid di- 
rome inasmuch as they have representation, but the way the Amer- 

can companies princ ipally participate is in reinsurance, because the 
( ‘uban companies do not want to take the entire risk. The company 
which got the bid is reinsured through the Insurance Company of 
North America of Philadelphia, a company worth approximately 
about $450 million capitalization. 

Mr. Tuomas. The company which received the insurance was the 
low bidder? 

Mr. Pinkiey. That is right. 

Mr. Tuomas. Different people were given an opportunity to bid 
on it ? 

Mr. Mansure. Let me go one step further: 

There is a lot of intrigue about this in ¢ ‘uba. When I was down 
there, I arrived on Friday and had dinner at the Embassy that eve- 
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ning. The following night they had dinner arranged with the Presi- 
dent of Cuba, and four members of his Cabinet, and their wives. The 
Minister of Labor could not be there. So, the following Saturday 
evening on my return, I had dinner with him and the Sunday follow- 
ing that Saturday night dinner one of these insurance brokers called 
at the Embassy to discuss this insurance thing with me. I listened 
to his discussion and his argument was that the experience factor— 
that is, the loss factor and injury factor belonged to the insurance 
company, and not to the insurer. That is, the actual operator. 

I was with the Government attorney the night before, and I saw 
him that afternoon after this person left, because he lives just across 
from the Embassy residence, and I asked him about that. He said, 
“Do not worry about that, because it has already gone to the Minister 
of Labor, and these people are trying to bring pressure here on secur- 
ing this business.” 

So, I said “Fine, and I will do nothing further about it.” 

The following Saturday night when I met with the Minister of 
Labor, he told me the story that these people came in and tried to get 
him to throw out all other bidders and reserve this for the other com- 
pany. He refused to do it, and that is all a matter of record in Cuba. 
So, the thing was done completely on a bid basis. 

Mr. Osrertac. As I understand it, with the expansion program, 
this plant will be valued at about $90 million to $100 million ? 

Mr. Mansvre. In round figures; yes, sir. 


RESEARCH ON PROCESS FOR SEPARATION OUT OF COBALT 


Mr. Osrertag. There are a number of things which have been al- 
luded to in this publication of recent date. For example, the question 
of cobalt as a byproduct has been mentioned. What is there to that, 
Mr. Mansure? Is there any production of cobalt ? 

Mr. Mansvure. They run into difficulties with the byproduct of 
cobalt. 

Mr. Pinxiey. We know that there is a certain amount of cobalt in 
the ore. However, no one has been able to find out the exact form or 
exactly how it forms in the ore. It dissolves with the nickel and clings 
to the nickel. We have the National Lead research people, and the 
Bureau of Mines people working on it, and even tried to have Du 
Pont laboratories working on it, and they have all tried to find a 
method of separating nickel from cobalt in the ore, as a separate 
process. 

We can do it, and we have done it on a small scale, but the only 
method which has been developed renders the nickel insoluble. So, 
we lose our nickel. It is a thing on which we are still working, and 
we still hope that it will develop. 

There is one process that leads to a considerable amount of cobalt, 
but the question now is working out the economics and procedures and 
equipment necessary to do that. 

Mr. Osrertrac. Who has jurisdiction over such decisions? Do you 
people have jurisdiction over such decisions, or does that fall into 
the hands of ODM? Who determines whether such activities take 

lace ¢ 
. Mr. Pinker. If we can find a process which has a probability 
of an economical production of cobalt as a separate material, then we 





89 


would submit to ODM a proposal to install such additional equipment 
as is necessary to do that, and support it with the economics involved. 


AUTHORITY FOR CONTINUED OPERATION OF NICARO 


Mr. Osrertac. It has been charged that you people took over this 
Nicaro plant on a sort of dry-run basis for a period of 2 years, and 
that as of now there is no existing authority or jurisdiction for your 
continuing the operation. Is that true os false? 

Mr. Mansvure. That is a very good question. Mr. Elliott, will you 
explain our authority in that regard ? 

Mr. Exuiorr. Yes, sir; it goes something like this: 

Neither under the National Industrial Reserve Act nor under the 
Defense Production Act, in my opinion, is there clear authority for 
a continued direct governmental operation as distinguished from a 
lease. The National Industrial Reserve authorizes the leasing of 
plants and the Defense Production Act authorizes the making of im- 
provements to Government-owned plants, and the leasing of them, 
but does not appear to permit direct operation. 

When we came to reactivate this Nicaro plant, which you will 
remember from the testimony of this morning, had remained idle 
for some years, and the same thing was true of half a dozen mag- 
nesium plants; there was no experience data on which anyone could 
realistically predict or predicate the terms of a lease. 

The original contracts which we drew up were contracts for tempo- 
rary operation for a period of time yanging from 6 months to a year 
or a year and a half, a period of time long enough on which to deter- 
mine the terms on which a lease could be negotiated which would be 
fair to both parties. 

To that extent, therefore, I was satisfied that the original Nicaro 
agreement was entirely within the framework of the statutes. In 
other words, our authority is to lease but you have to know what 
you are going to lease. 

When amendment No. 9 came in, which extended that to a full 
D-year term 

Mr. Ostertac. How did that amendment get there? 

Mr. Exuiorr. Well, I do not personally know, sir. 

Mr. Ostertac. There must be some record of that amendment. It 
was apparently negotiated between the company and General Services. 

Mr. Exxiorr. During December of 1952, or January of 1953 the legal 
service for the Nicaro operation at that time was not in my office, and 
that is why I have to plead a little bit of ignorance. At any rate, the 
amendment was signed. I had some doubts as to the authority of the 
Government to have such an extended management contract. Mr. 
Kendall, the General Counsel of ODM, had the same view asI. Short- 
ly after Mr. Mansure became Administrator, he discussed this with 
me as he discussed many other legal problems involving GSA, and I 
gave him my opinion; he suggested that, perhaps, I should have it 
reduced to writing, and I had one of the members of my staff furnish 
a very careful opinion on it. That then got us, I would say, to July 
1953. Mr. Mansure, as I recall, came in during May of 1953. He and 
I discussed it on this basis: 

At that point ODM had ordered the expansion of Nicaro, increas- 
ing its capacity by an additional 75 percent. The engineers tell me 
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it is not a matter of adding another wing but it involves a complete 
integrated expansion. In “other words, the powerhouse has to be 
expanded and the water supply has to be expanded, and so on. 

Mr. Ostertac. This was directed by ODM ¢ 

Mr. Exssorr. That expansion was directed by ODM. 

Mr. Osrerrac. Which is an indication that they intended or desired 
this plant to be continued in operation ? 

Mr. Exxiorr. Oh, yes; there was no question about it being con- 
tinued in operation. We were up against this practical situation at 
that point, and we had an operator in there. 

We had an expansion contract going on. Until the expansion is 
complete, as Mr. Mansure explained, you do not know what you have 
got in order realistically to sell it or lease it. You could not very well 
lease the existing plant r alistically at that point because all around 
the actual oper ration of the plant is going on at the same time various 
parts of construction. On top of that, we had an operator in there 
who had a contract with us which he considered valid on its face. If 
we had said “this is an ultra-vires question,” he would have resisted it 
and it would have required court action to get him out. Even if the 
courts had agreed with my views our nickel pregram might have been 
delayed a couple of years. 

Mr. Mansure very wisely made the decision as a practical matter 
that we had to let this thing run its course until the expansion was 
» completed. 

Mr. Osrerrac. I was trying to go back to the point of your taking 
over and operating and then ‘finding that a question is now raised as 
to your right to continue an operation of this thing, and that the 
trial run, so to speak, has expired. In other words, you were dele- 
gated this responsibility by the Office of Defense Mobilization. Am 
1 correct? 

Mr. Exxitorr. That is correct. 

Mr. Osrerrac. They never have withdrawn it? In other words, 
it rests with you people, and you just cannot let go of it? 

Mr. Mansvre. That is correct. It is just like being in an auto- 
mobile that is going and you cannot stop it or jump out of it. 

Mr. Exuiorr. To summarize, in my opinion and in the opinion 
of the General Counsel of ODM, we have some doubts as to the au- 
thority of a long-term 5-year management contract. 

Mr. Tuomas. It does not take much imagination to come to the 
conclusion that your predecessor was under the same gun that you 
are right now, when he permitted this extension to go in section No. 9. 

Mr. Mansure. I think even more so, Mr. Chairman, because we 
were just coming out of the Korean war. 

Mr. THomas. If there was anyone exerting any pressure, it looks 
like the people who were trying to lease the plant might have had 
a little bit of pressure on the then operator of GSA. 

Mr. Mansure. Plus the fact that nickel was critically needed, 
which was a pressure of its own. 


IMPORTANCE OF NICARO NICKEL TO DEFENSE 


Mr. OsrerraG. In that connection, as you expand, who is respon- 
sible or who has the jurisdiction to determine whether this plant shall 
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be leased, rented, or disposed of to private enterprise? Is that within 
your jurisdiction or the office of Defense Mobilization / 

Mr. Exuiorr. Neither, sir. Under the National Industrial Reserve 
Act the final authority on that is the Secretary of Defense. It has 
been the custom in the operation of the national defense reserve prop- 
erties that GSA looks the situation over, makes a preliminary judg- 
ment as to what it thinks is the best thing to do in the interest of the 
taxpayers, and makes that. recommendation to the Department of 
Defense. When they authorize then we go ahead, but they have the 
tinal decision. 

Mr. Osvrerrag. I take it from your previous testimony that while 
this plant was constructed or acquired and operated on the basis of 
its Importance to our national defense that you now have come to a 
conclusion that this nickel production is essential to our American 
economy. 

Mr. Exniorr. I do not think you can separate the two, sir. 

Mr. Osrerrac. Not only important but vital to it. 

Mr. Exuiorr. In the case of nickel I do not think you can com- 
pletely separate national defense and our economy. The two are 
intermeshed. 

Mr. Osrerrac. Even if it were not required for defense it would 
still be vital to our American economy / 

Mr. Exnxiorr. That is absolutely right, sir. 

Mr. Mansvure. I would like to say one thing further. We are not 
solely dependent upon a company outside of the United States. 

Mr. Osrertac. I think you have answered that question. Therefore 
we have to a certain extent—despite any program or policy that might 
be in force and effect on the part of the Government, that the Govern- 
ment get out of business to every possible extent—come to a case here 
where the Government should not get out of business until and unless 
we are assured of the same amount or more of this essential metal. 

Mr. Mansvre. That is right. 

Mr. Exxsorr. That is correct. 

Mr. Meptey. At the right price. 

Mr. OsrertaG. What is that ? 

Mr. Mansvre. At the right price. 

Mr. Osrertrac. What assurance are we going to have, if you dispose 
of this plant, that our economy is not going to be adversely affected 
by way of price? 

Mr. Mansvure. That is what makes us hesitate to do anything on it. 
We do not want to let the control of it get out of the hands of the 
United States Government so that we have no inflwence at all. Now 
at least we are in the driver’s seat. 

Mr. Osrertac. Have you any estimate as to what this plant is costing 
the Government of the United States today out of tax funds; that is, 
general revenues of the Government? You are subsidizing this pro- 
duction to a certain extent, are you not ? 

Mr. Mansure. No. 

Mr. Mepiry. Well, only to the extent that the Administrator or Mr. 
Elliott or myself or Mr. Pinkley spends time on it, or some of Mr. 
Pinkley’s staff. 

Mr. Ostertac. I am not talking about the administration of Gen- 
eral Services operations. I am talking about what the Government 
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has expended. In the return for the nickel that is produced is the 
Government reimbursed, or is this investment amortized to the point 
where there is no actual real loss to the people of the United States 
as a whole? 

Mr. Meptey. That is correct, sir. The last fiscal year the plant 
operation showed a net profit after deducting all costs of operation, 
including the ore royalties, production, the management fee, and so 
on. It also included an amortization charge of $2,841,248 on the plant 
and equipment. 

Mr. Tuomas. Did it include the amortization of the hospital, water 
system and sewer management generally, too? 

Mr. Mansvure. The whole thing. 

Mr. Prnxtey. On every dime of investment. 


COST OF NICKEL TO THE STOCKPILE 


Mr. Tuomas. What is the world market price of this metal, and 
what did it cost you to produce it? 

Mr. Exuiorr. The stockpile is paying Nicaro 8 cents under the world 
market price. 

Mr. Mansvre. There is a direct savings to the stockpile. Let us 
give the price, in answer to the chairman’s question. The world mar- 

et price is 

Mr. Prnk.ey. 5934 cents for the powdered oxide. 

Mr. THomas. What are you paying? 

Mr. Meptey. Last year 49 cents and 8 mills a pound. That in- 
cluded all costs. 

Mr. Ostertac. What do you get for it? Does it all go in to the 
Government ? 

Mr. Prnxiery. About 1 million a month into civilian production. 
From 700,000 to 1 million into the civilian economy. The balance to 
the stockpile. 

Mr. Osrertac. What do you charge the civilian economy ? 

Mr. Prnxtey. 5934 cents. 

Mr. Ostertac. The world market price? 

Mr. Pinxiery. That is right. We charge the stockpile the cost 
including amortization. 

Mr. Osrerrac. The profit over and above your cost of production, 
compared to what you receive for it, goes back into the amortization ? 

Mr. Pinx«ry. That is right. 

Mr. Mansvre. It goes into the Treasury, because we have a net profit 
besides amortization. 

Mr. Prnxiey. That amortization has amounted to $9,662,000 since 
we have been in operation. 


INVENTORY RECORDS OF STOCKPILE MATERIALS 


Mr. Ostrertac. You made reference a moment ago to the stockpile. 
It has been alleged that nobody really knows what is in the $4.9 billion 
stockpile, as distinguished from what some invoices say is there. 
Would you direct an answer to that point? I am not referring now 
to your staff and the question of the inflated staff or whatever it is, 
but on the matter of the record do you have an inventory? 

Mr. Meptey. We have an inventory of every commodity, broken 
down by every location and where it is stored. 
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Mr. Osrertac. And that is a matter of record? 

Mr. Mepuey. That is a matter of record and we furnish this secret 
statistical stockpile report to the Congress semiannually, which shows 
it all in detail. 

Mr. Yates. What do you mean by “to the Congress”? You do not 
just disseminate a secret document, do you ¢ 

Mr. Meptey. It is sent to the Speaker. I think generally it goes 
to the Armed Services Committee. 

Mr. Osrerrac. Certain of that information is secret, I take it? 

Mr. Mepuey. Yes, sir; particularly the location of the materials. 

Mr. Mansure. And Fortune did not like the idea that they could 
not have that to publish. 


SELECTION OF OPERATOR OF NICARO PLANT 


Mr. Ostertac. I have just two more questions. One has to do with 
the question of the Nickel Processing and their association with the 
operation. How did they get this contract? Was it on a competitive 
proposition or did you negotiate it? Was it an open proposition to 
the point where it was available to any competent firm that could 
do such a job? 

Mr. Pinxuey. It was open. Four firms were originally named 
five firms. There were several others given some consideration. 

Mr. Ostertac. You canvassed these firms? 

Mr. Pinxiry. They were canvassed; that is right. Not me per- 
sonally, but by the former committee. 

Mr. Osrerraa. I understand. 

Mr. Pinxiey. Two firms were not qualified by the Munitions Board 
at that time. Names were also submitted to the Munitions Board. 
Freeport Sulphur declined. Eagle-Picher declined. The American 
Smelting & Refining Corp. did submit a proposal. It was based on 
leasing the plant and selling 50 percent of their product to the stock- 
pile at the cost of metallic nickel, which would be approximately 8 
cents a pound over what the stockpile is paying today. The other 
they would sell at their own discretion to the industry. 

Mr. Osrertaa. Let me ask you this question right along that line. 
This is a little bit different from what is generally known as open 
competitive bidding. You invite these concerns to submit proposals ; 
is that correct ? 

Mr. Prnxtey. That is right. 

Mr. Osrertac. They make their proposal, rather than you setting 
up specifications ¢ 

Mr. Mansvure. That is right. 

Mr. Osrertac. Or a standard or requirement ? 

Mr. Prnxtey. That is right. 

Mr. Osrertac. Therefore you accept what appears to be the best 
proposal in the interest of the Government for this operation ? 

Mr. Pinxiey. That is right. 

Mr. Osrerrac. In other words, your jurisdiction is quite broad in 
that connection; is that true? 

Mr. Prnxutey. That is right. 

Mr. Mansvure. I would say so at that time. My predecessor said 
that he was begging people to submit a proposal on this and could not 
get them. 
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Mr. Pinker. And we did not have any knowledge of what the plant 
would produce after rehabilitation. We did not know what the costs 
would be under present-day cost structures, or at that time, in 1951. 
We had nothing on which to set up a firm basis for the proposal. 


EXPANSION OF NICARO PLANT 


Mr. Osterrac. Now, in connection with the expansion, is that under- 
way now? 

Mr. Mansvre. Oh, yes. 

Mr. Pryxtey. That is right. 

Mr. Osrerrac. The actual construction. Are those contracts let / 

Mr. Pinkry. Yes, sir. 

Mr. Osrerrac. And that has already jelled ? 

Mr. Pinxiey. We are well along the way on the expansion program, 
and it is progressing very satisfactorily. 

Mr. OsrEerTaG. In connection with the situation after expansion has 
been completed, the money for the expansion is not coming out of 
regularly appropriated funds, but funds that have been made avail- 
able through the President’s emergency procurement fund? 

Mr. Mepiey. Well, actually it is controlled by the Office of Defense 
Mobilization. 

Mr. Osterrac. Controlled by the Office of Defense Mobilization. 
Once the expansion of that plant is completed how will you deal 
with, let us say, the operation there? Will it be open for proposals 
or will the Nickel Processing Co. or firm be granted the right to con- 
tinue, only on an expanded basis? 

Mr. Mansure. I believe we will be guided to a controlling degree 
by what Defense and ODM want done. 

Mr. Ostertac. Who has the right to decide ? 

Mr. Exxiorr. The Secretary of Defense has the right. 

Mr. Mansure. The Secretary of Defense, I believe, has the complete 
right to decide. 

Mr. Osterrac. In other words, the whole pattern of operation and 
negotiation and arrangements will have to come down from the Secre- 
tary of Defense to you people, and then you will follow on? 

Mr. Mansvure. We will just carry on the mechanical operation. 

Mr. Osterraa. I see. I believe this is something that is important. 
I do not know what else could be done that has not been done. It 
has been very enlightening and very helpful. I appreciate it. 

Mr. Mansvure. We certainly appreciate the committee taking its 
time to hear this. 


WORK MAN’S COMPENSATION INSURANCE ON NICARO PLANT 


Mr. Yates. I had to answer the rolleall when we were discussing 
the insurance matter. I do not know whether it was cleaned up in 
my absence or not. I wonder whether you could furnish for the 
record a summary of the bidding that did take place on that insurance 
contract. 

Mr. Prnxtry. Yes; I have that. 

Mr. Yates. What companies actually bid and what their bids were. 

Mr. Prnxiry. I have a complete explanation. 
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(The information is as follows:) 


The insurance referred to by the Fortune article is the workmen's compensa- 
tion insurance covering all Snare-Merritt employees in Cuba. 

There is attached a summary of the bids received together with the names of 
the proposed American reinsuring companies. 

In Cuba the premium rates for workmen’s compensation insurance are estab- 
lished by law and are the same for each trade or craft regardless of the company 
writing the coverage. The only variation permitted is when an employer, by 
demonstrated experience in accident prevention and low compensation case inci- 
dence rate, has earned a lower premium rate. For instance, Frederick Snare, by 
its compensation experience in Cuba, has earned an overall deduction of 167% 
percent from the standard rate. Therefore, all insurance companies writing 
workmen’s compensation insurance on Snare, can quote rates 1635 percent lower 
than the rate established by law. The Cuban Minister of Finance has confirmed 
this verbally to Mr. Mansure, I understand. 

Therefore, as all rates are the same for all companies, there can be no competi- 
tion as far as premiums are concerned. 

In return for the premiums it receives, the insurance company contracts to 
provide, among other things, full hospital, medical, and surgical service for all 
compensation cases. Normally, the insurance company does this by contracting 
with a local private hospital. But as there are no hospital facilities at Nicaro, 
other than the Government’s facilities, they are forced to use our facilities. As 
the doctor who operates our hospital is under contract to the plant operating con- 
tractor, he cannot contract directly with the insurance carrier for furnishing these 
hospital services. Therefore the following procedure has been worked out. 

Nickel Processing will make a supplemental agreement with the hospital 
doctor to handle the expansion compensation cases, and pay him for all addi- 
tional expenses involved, plus a reasonable profit, and will bill Snare-Merritt in 
like amount. The workmen's compensation insurance company, instead of pay- 
ing a private hospital for the hospital services, will pay the Snare-Merritt 
expansion project account, an amount determined in advance as follows: 

In submitting its insurance proposal, each company states the amount it is 
willing to pay for the use of our hospital services. This is expressed in terms 
of the percentage of the insurance premium, as indicated on the attached 
schedule, and comprises the element of competitive bidding. 

As an illustration, assume that the average legal rate (composite rate) of 
premium is 6 percent of total labor payroll, and that the payroll for the year is 
$1 mililon. As the contractor has earned a 1624 percent reduction of premium 
by good compensation experience, the actual premium which any insurance com- 
pany would charge would then be 5 percent of $1 million, or $50,000 per year, and 
in return furnish full hospital service. But as only the insured can furnish 
the hospital services, the carrier agrees to reimburse the insured an amount 
equal to 45 percent of the premium for the services rendered or $22,500 per year. 
After 1 year’s experience, new bids will be taken and a new rate of reimburse- 
ment will be established on the basis of actual compensation experience. 

The amount of reimbursement for hospital services bid by the various com 
panies ranged from 30 to 45 percent. As 2 companies each bid 45 percent reim- 
bursement, a choice had to be made between them. 

One of the two companies, Fl Glebo, already had the operating contractor's 
workmen’s compensation insurance, covering all plant operation and Cuban 
Nickel Co. employees. 

GSA, in considering the award, decided that it would not be good business to 
put all your eggs in one basket, i. e., to award the expansion insurance to the 
company Which already had the operating contractor's coverage. It was also con- 
sidered good policy to spread our Cuban business as equitably as possible. There- 
fore, we decided to favor the other tie bidder, La Alianza. 

To assure that our workmen receive all the hospital and other medical service 
we pay for, from our hospital contractor (doctor), we have established a hos 
pital control committee comprising one representative of Nickel Processing Corp., 
one of Cuban Nickel Co., and one representative appointed by the labor union. 
A representative of Snare-Merritt will be added to that committee. Also, each 
insurance company maintains a representative at the hospital, to assure adequate 
care of the compensation cases for which it is responsible, and to handle the 
clerical records of each case. These representatives are employees of and are 
paid by the insurance company. 
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In addition, there being no hospitalization insurance like Blue Cross avail- 
able in Cuba, we have worked out a provision by which each employee makes 
a small payment each month, according to his salary ($3 to $5) in return for 
which he receives normal hospital and medical care for noncompensation acci- 
dents or illnesses for himself and family. For extraordinary hospital services 
or surgery, he pays reduced rates; for instance, the most he need pay for a 
major operation would be .$25. These rates are established by the contract 
and supervised by the control committee. 

It is of interest to note that the hospital has been operated without loss or 
subsidy since the contract with the doctor-operation was entered into. We are 
informed that during the previous operation, the hospital cost an average of 
$55,000 per year to operate, and received no return from the insurance company 
for the services rendered. 

The insurance program for the Nicaro expansion project was established by 
GSA. This program set forth the basic insurance requirements, including the 
types of risks to be covered, the amounts or limits of liability, and general 
instructions for the obtaining of bids. 

Any responsible insurance company was permitted to bid. The only limita- 
tions on bidders were that they must be reputable Cuban companies or Cuban 
subsidiaries of American companies, and if Cuban companies, any reinsurance 
must be placed with financially responsible American companies. 

GSA has never dictated the placing of insurance with any specified, or even 
inferred companies, except to approve awards to responsible successful bidders. 
Nor have we ever instructed our lessees or contractors on their insurance broker 
selection. 

Brokers’ fees are paid by the insurance companies out of their earned pre- 
miums, not by the insured or the Government. The premium would not be re- 
duced even, if there were no broker involved. 

For the Nicaro project, we are informed that the broker is the Godoy-Soyan 
Corp., a reputable Cuban firm, vouched for by Cuban Nickel Co.’s attorneys in 
Habana. This firm has a New York office at 60 Wall Street, New York City, 
under a vice president, Mr. M. J. McBride. 

An agreement has been reached with the Nicaro Hospital contractor (doctor), 
whereby Nickel Processing Corp will pay him $4,000 per month for taking care 
of all Snare-Merritt compensation cases. From this he will pay, directly, the 
salaries and wages of his doctors, nurses, other help, food, laundry; hospital 
supplies, linens, and hospital maintenance. 

Nickel Processing Corp. will bill Snare-Merritt for a like amount. 

Snare-Merritt will pay its workmen’s compensation insurance premiums 
monthly, based on its payroll, and bill the insurance company monthly for the 
hospital services rendered. 

The agreement with the doctor is subject to review after 1 year, based on an 
audit by GSA. Any extension will be revised up or down according to the results 
of the audit. 


Workmen’s compensation insurance—Nicaro expansion 


Name of bidder Name of reinsurer Allowance for use of 


hospital facilities 


“La Alianza’? Compania Nacional 
de Seguros, S. A.: Enrique Codoy, 
executive president; Antonio M. 
Herrera, vice president-treasurer; 
Mario Munez Mesa, secretary. 


American International Underwrit- 
ers: M. A. Coker, vice president, 
representing—- 


Compania Cubana, ‘‘De Fianzas’’: 
and | 


8S. L. Maduro, 


president 
managing director. 


Compania Cubana de Seguros ‘‘E] 


Globo”: Guillermo F. 
President; Alfredo J. 
executive vice president. 
“La Consolidada’’ Compania de 
Seguros: Luis Marrery, general 
director. 


Kohly, 





Kohly, | 


Company of North 
Philadelphia, Pa.: 


Insurance 
America, 


| 45 percent of premiums. 


John H. Diamond, president; | 


J. Kenton Eisenberg, secretary- 
treasurer; Frank A. Eger, 
comptroller. 

Commercial Insurance Co., New- 
ark, N. J.: John R. Cooney, 


president; W. J. Schmidt, sec- | 


retary. 


Phoenix Indemnity Co. of New 
York: H. Lloyd Jones, presi- 


| 

| 36.5 percent of premiums if loss 
ratio is less than 55 percent, 
increase percentage by 1 per- 
| cent for every 2 percent by 
| which loss ratio is under 55 

percent, 
| 30 percent of premiums. 


dent; Fk. E. Newton, secretary. | 


Globe Indemnity Co., New York, 


| 45 percent of premiums, 


N. Y.: T. Gorwin Steele, secre- | 


tary and comptroller. 


Lloyd’s of London. - -. - 


30 percent of premiums, 
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Mr. Yates. I asssume that somebody will check to find out whether 
Balmer & Moore are in this thing, will ‘they not / 

Mr. MAnsvurr. Probably. If they are we could not do anything 
about it, because it is by bid and the low bid. 

Mr. Yates. You are stating to this committee, are you not, Mr. 
Mansure, that you exercised no influence insofar as the award of that 
contract was concerned ? 

Mr. Mansvre. Correct. Absolutely. 

Mr. Yates. And that if Messrs. Balmer and Moore do share in that 
premium it is because of an arrangement they were able to make as a 
result of the operation of their business, and for no other reason ? 

Mr. Mansure. Completely. Furthermore, it was handled by the 
Contractor, National sad, for Snare-Merritt. They took the bids 
and all we did was to refer people who came in as to their procedure. 


SELECTION OF CONTRACTORS FOR NICARO EXPANSION 


Mr. Yates. Who picked Snare-Merritt/ National Lead / 

Mr. Mansure. Wedid. Well, on recommendation of National Lead 
they selected the contractors and we approved the selection. 

Mr. Yarres. How many contractors were considered for the job? 

Mr. Mansure. It started originally at over 60. It dropped down 
to 30, almost, on the first go round, because they were not qualified. 
When I say they were not qualified it was merely because of the type 
of work they did. Some were like office building construction. 
—— were like factory-type construction. This is more of a chem- 

cal or paper-type plant construction. 

The bids were finally sorted down to about 5 or 6 qualified con- 
tractors. Among them were these 2. 

Mr. Yates. What two? That is one. 

Mr. Mansvurr. Merritt-Chapman & Scott and Frederick Snare; but 
then they formed a joint venture. 

Mr. Botanp. Are the two operating it now / 

Mr. Mansure. They are building it as one company, but two sepa- 
rate contractors, 

Mr. Botanp. What is the name of the company / 

Mr. Mansvure. Snare-Merritt is the name of the joint venture. The 
name of the principals are Frederick Snare Corp. and Merritt-Chap- 
man & Scott. 

Mr. Yates. Did you suggest to National Lead to select Snare-Mer 
ritt ¢ 

Mr. Mansure. No. 

Mr. Yates. Do you know whether or not Balmer & Moore have any 
insurance business in General Services Administration / 

Mr. Mansvre. That is a very easy question to answer. They do 
not, becausé the Government, GSA, is a self-insurer. I think this is 
one of the very few insurance contracts that has come to my attention, 
and that was because we have to carry compensation in Cuba on these 
operations. As a matter of fact I would like to say further that we 
have not been contacted by them as a company or by individuals, 
other than Balmer has asked me in the past if we have any insurance, 
and I told him no, we are self-insurers. 

Mr. Tuomas. What is going to be your fee for your prime con- 
tractor ¢ 
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FEES FOR NICARO EXPANSION 


Mr. Mansvre. $1 million. And they wanted $1.1 million and we 
turned them down on it. Jim, will you explain the basis for that ? 

Mr. Tuomas. You mean you jumped it from $400,000 to $1 million ? 

Mr. Mansure. No. This is construction. We are talking about 
construction. 

Mr. Tuomas. I was getting to that ina minute. I am talking about 
your general operation. 

Mr. Yates. He means National Lead. 

Mr. Pinxiey. The National Lead fee is $30,000 for handling the 
entire supervising. 

Mr. Tuomas. When is the plant going to be finished? Have you 
gone into a contract yet for the operation after it is completed ? 

Mr. Prnxtey. No, sir. 

Mr. Osrerraa. That is the point I was getting at. 

Mr. Tuomas. That has not been iolanel into ? 

Mr. Mansure. No, sir. 

Mr. Prnx.ey. No, sir. 

Mr. Tuomas. When will it be completed? Twelve or fifteen months 
from now? 

Mr. Mansure. We hope by the end of this coming calendar year. 

Mr. Tuomas. When it is completed, does the operating contract that 
is noW in existence become null and void ? 

Mr. Mansvure. The present operating contract runs how long? 

Mr. Pinkiry. The present operating contract runs until July of 
1957. 

Mr. Tuomas. What are you going to pay them for it? 

Mr. Prnxtey. The present operating contract runs until July of 
the production of metal. 

Mr. Tuomas. So much per pound ¢ 

Mr. Pinxtey. That is right. 

Mr. Tomas. What about your fee to Snare-Merritt ? 

Mr. Prnxtey. The prime contractor fee to National Lead, who are 
prime contractors, for supervising Snare-Merritt and supervising Fer- 
guson Co., is $30,000. 

Mr. Tuomas. Why have 2 or 3 people mixed up in it?) What is the 
point of that? 

Mr. Pinker. Largely because in the first place 

Mr. Tuomas. National Lead in the first place is not a construction 
outfit ; is it? . 

Mr. Pinktey. No, sir. 

Mr. Tuomas. When they get out and have a plant built for them- 
selves they do not build it for themselves; they go out and hire some- 
body else. Why hire them to do this construction job ? 

Mr. Mansvre. Mr. Chairman, that is a good question. I would 
like to answer. 

Mr. Tuomas. It isa good question. Let us see if you can give a good 
answer, now. 

Mr. Mansure. I believe can. We have delegated complete author- 
ity to National Lead to carry out a successful operation. This is not 
like building a new plant. This is a plant in operation. We must 
continue to produce as much nickel as possible while this construction 
program is going on. Therefore we felt—and I personally felt— 
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that it was far better to keep authority and responsibility in one person 
than to divide it. Therefore we placed complete responsibility in 
National Lead to continue its present operation without stopping while 
the expansion program is going on. 

Mr. Tuomas. How much extra are you paying him for that? 

Mr. Mansure. $30,000. 

Mr. Tuomas. What are you paying the actual construction people? 

Mr. Mansvure. The construction people we are paying a fee of $1 
million. Jim, will you explain the basis of it, percentagewise / 

Mr. Pinxtey. Two and one-half percent of the total construction, 
per month. 

Mr. Tuomas. You mean that is a cost-plus basis? The more they 
spend the more the fee is? 

Mr. Mansure. We have a limitation. 

Mr. Pinktey. There is no increase in the fee regardless of the cost. 

Mr. Osrerrac. National Lead is actually spending United States 
Government money; is it not? 

Mr. Mansure. Well, yes. 

Mr. Osrerrac. You are turning money over to them and they 
ure constructing ? 

Mr. Prnxiey. They are in turn turning it over to the construction. 

Mr. Mansvure. But we are keeping a complete check on expendi- 
tures, 

Mr. Tuomas. What is the basis for that $1 million? How did you 
arrive at that $1 million? If they can hold the cost of your plant 
down do they get any more money ¢ 

Mr. Mansvre. No; they still get that amount. 

Mr. Tuomas. If they throw away $10 million do they get more 
money for throwing it away / 

Mr. Mansure. No; they do not. 

Mr. Tuomas. Who does the purchasing ¢ 

Mr. Mansvure. The joint company of Snare-Merritt does the pur- 
chasing. 

Mr. THomas. What supervision do you keep over that ¢ 

Mr. Mansure. We watch it very, very carefully. Will you explain 
this charge on the crane purchase, Jim ? 

Mr. Prnktey. The charge that Fortune makes on the crane pur- 
chase was that we had given a conrtact to Merritt-Chapman & 
Scott 

Mr. Tuomas. Gentlemen, off the record. 

(Discussion off the record). 


SAVINGS RESULTING FROM GSA OPERATION 


Mr. Tuomas. How do you get at this figure of savings of $637,800,- 
000? I have been sitting with General Services for a long time, and 
I do not remember any such figure. 

Mr. Evins. How many jet planes will that buy ? 

Mr. Mansvure. Last year’s savings 

Mr. Tuomas. I know what it will buy. How do you arrive at that 
figure ? 

Mr. Yates. Can you put a statement to justify that in the record ? 

Mr. Mansure. We can break it down. 
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(The information is as follows :) 


The statement which follows shows 


Mr. Yates. Not only break it down, but justify it. 






total savings for the period involved of 


$664.9 million, which is $27.1 million greater than the original estimate of $637.8 


million. 


Savings shown in the following statement for the fiscal years 1951 


through 1954 are as printed in the Annual Report of the Administrator of Gen- 
eral Services pursuant to section 212 of the Federal Property and Adminis- 


trative Services Act of 1949, as amended. 
preliminary estimate. 


The savings itemized for 1955 is a 


General Services Administration savings—Fiscal years 1951 through 1955 


wed anes 


1951 
actual 


PERSONAL PROPERTY MANAGEMENT 


Procurement.—Volume purchasing from Federal sup- | 
ply schedule contractors results in uniform price ad- | 
vantages to Federal agencies for common-use com- 
modities and services. Savings resulting from di- 
rect delivery purehasing and consolidated purchas- 
ing through the general supply fund for distribution 
by GSA stores system afford additional price econ- 
NMA fae 8 rays pas) Seat ee te ast its, 

Utilization of personal property.—U tilization transfers 
of excess personal property among Federal agencies 
eliminate need for a substantial amount of new pro- 
curement. Consolidated motor pools in areas of 
high vehicle density result in savings through in- 
creased utilization of vehicles, disposal of unneeded 
units, reduction in personnel required for operation, 
supervision, and management, reduction in mainte- 
nance costs, and elimination of duplicating services 

Traffic management.—Tangible savings in Govern- 
ment freight costs are made through negotiations 
with carriers for reduced transportation charges, 
participation in cases before regulatory bodies, and 
rendering of various traffic services to Federal 
I «oh bana ns cn ean hananbeaas 

Supply management. —Surveys of agency supply oper- 
ations produce measurable economies through in- 
stallation of improved peroneal property manage- 
ment practices- ----- : | 


$25. 9 


REAL PROPERTY MANAGEMENT 


Utilization of real property.—Excess real properties, 
made available to agencies through transfer, in lieu 


of new acquisitions, result in wide economies. --- --- 30.0 
Space economies.—Reduction in leased space, in- | 
creased efficiency in use of space, and “vigorous 
standards for occupancy have produced substantial 
GINEE Vn coc na Dube beeen ce as ste cceueatteswace 3.7 


Utility services. —Significant savings are achieved 
through contract negotiations with utility com- | 
panies, participation in rate cases and continuing 


equipment utilization and rate studies 6 
Communications.—Direct savings result from opera- | 

tion of a leased system of telephone Sonnnes and 

lines, and full period telephone lines. - . 2.0 








RECORDS MANAGEMENT 


Records and paperwork management programs enable | 
agencies to transfer noncurrent records to low-cost 
GSA records centers and dispose of records not of | 
permanent value, with accompanying economies in 

space and equipment released - doves | 








CONTRACT AUDITS AND IMPROVED MANACEMENT 
PRACTICES 





Financial audit of contracts produces savings by 
elimination of improper charges, collection of addi- | 
tional revenue, and prevention of additional Gov- | 
ernment expenditures on some contracts --_.--------- 


Total_-_- 81. 0 | 


13.4 | 


2. 2 | 


1.4 





1952 
actual 


39.1 





.0 


18. 


~ 


3.8 


1.5 | 





127.3 | 


1953 
actual 


$67.5 | 


40.5 


2.0 


1,2 


| 


2. 5 | 











1954 


actual | 


$59. 8 


6.6 | 


5. 


1955 
esti- 
mated 


$69. 2 





71. 


6.6 


~ 


i) 





wn 
te 


130. 6 | 147.6 | 178. 4 | 
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; Cumu- 


| lative 


total 









$269. 4 


23. 0 


13.1 






73.9 


21.0 





664. 9 
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Mr. THomas. What is the basis for your claim of this $637,800,000? 

Mr. Meptey. That is the savings, Mr. Chairman, GSA has achieved 
since 1951. 

Mr. Yates. Savings due to cuts by this committee ! 

Mr. Tuomas. If I were to dispute that and say that is a little bit 
of an exaggeration, we do not blame you for beating your own drum. 

Mr. Mep.ey. Suppose we give you an itemized statement on it? 

Mr. Tuomas. It 1s nice to see you. 

Mr. Mansvre. Thank you for hearing us. 
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Hanna Nickel Co., contract with__--__ Z 
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Nickel Processing Corp., terms of contract with 
Nickel production 
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Production, World War II 
Reactivation of 
Report on 
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Town, operation of 
Workmen’s compensation insurance 
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Public buildings, decentralization of management of 
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